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The best-tasting 


unhurried goodness unmatched skill whiskies in ages 


The yeast 
he guards 
is twice 
his age 


To a whiskey maker, yeast 
is liquid gold. It is the vital 
ingredient in fermenting fine 
whiskey. 

Nearly sixty years ago, 
there was developed a per- 
fect “strain” of yeast. Down 
through the years, skilled 
hands at Schenley have kept 
it absolutely pure, guarded 
under lock and key. Today, 
Schenley still grows billions 
and billions of yeast cells 
from this original strain—all 
as perfect as the first pure 
cell back in the 1890’s. 

From that first cell grew 
the yeast in the flask the man 
is holding. And from the 
yeast in the tiny flask came 
the millions of cells in the 
giant tub he is watching. 

Schenley’s use of the best 
yeast... the finest grains 
... the purest water... is 
part of the complete network 
of quality controls which 
guard Schenley whiskies 
from the time the grain is 
grown till, years later, the 
whiskey is in your glass. 

Thus, Schenley makes cer- 
tain that you get the utmost 
enjoyment in every drop 
ofevery drink. Schenley 


Distillers, Inc., N.Y. C. ©1382 
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CLARK 


EQUIPMENT 








CLARK transmissions set new standards in 
simplicity, compactness, dependability. Per- 
formance proven in thousands of revenue 
vehicles. Machinery and vehicle manufac 
turers know from experience that it’s sound 
business to work with CLARK. Write to 





Clark Equipment Company, Buchanan, Mich. 


Products of CLARK EQUIPMENT 


TRANSMISSIONS — AXLES — AXLE HOUSINGS for 
Trucks, Buses, Industrial and Farm Tractors — FORK. 
1FT TRUCKS—POWERED HAND TRUCKS AND INDUS 
PIAL TOWING TRACTORS for Materials Handling. 





IB Mi internationa Business 
reac wanx MACHINES CORPORATION 
590 Madison Ave., New York 22 


The 151st Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporat ion has 
this day declared a dividend of oe 00 1 ack share, 
payable December 10, 1952, to st« kho ‘rs of 
record at the close of business on ploces ber 
18, 1952. Transfer books will not be closed. 
Checks prepared on IBM Electric Punched 
Card Accounting Machines will oe mailed 

A. L. WILLIAMS, Vice Pres. & Treasurer 


October 28, 1952 


IB INTERNATIONAL BUSINESS 
MACHINES CORPORATION 


TRADE MARK 


590 Madison Ave., New York 22 
The Board of Directors ot this Corporation has 
this day declared a stock dividend at the rate 
of five shares for each 100 shares held, to be 
issued January 29, 1953. or as soon thereatter 
as practicable, tu stockholders of record at the 
close of business on January 5, 1953. Transfer 


books will not be ieee d. 
A. L. WILLIAMS, Vice Pres. & Treasurer 
October 28. 1952 








rabric 
makes the fab 


REEVES BROTHERS, wc. 


DIVIDEND NOTICE 

A qvartery dvidend of 30c per 
share has been declared, payable 
December 12, 1952, to stockholders 
of record at the close of business 
December 2, 1952. The transfer 
books of the Company will not be 
closed. 








J. E. REEVES, Treasurer 
November 17, 1952. 
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Gulf Periodic Service provides expert assist- 
ance in the selection of the most suitable cut- 
ting and quenching oils for all types of gears. 


--- quality goes up. 


PETROLEUM SCIENCE 


Take, for example, the manufacturing of gears... 


Petroleum science means far more than just lubrica- 
tion of the machine tools. Its scope takes in the selec- 
tion of cutting and quenching oils... rust preventives 

. even wax wrappers for protection of the gears 
during shipment. 


Obviously, the average company can’t keep pace 
with all the developments in this complex fast-moving 
field. 


That’s why Gulf, years ago, originated the idea of a 
complete advisory service to promote the most efficient 
use, not just of lubricants but of a// petroleum prod- 
ucts. Called Gulf Periodic Consultation Service, this 





unS 





Many leading defense plants rely on Gulf 
Periodic Consultation Service for help on any 
problem that involves a petroleum product. 


costs go down, when 


ENTERS THE PICTURE 


cooperative plan has been adopted by hundreds of 
manufacturing plants. 


Through this concept of complete service in the field 
of petroleum science, Gulf has grown by helping its 
customers to grow. 





GULF OIL CORPORATION + GULF REFINING COMPANY + GENERAL OFFICES, PITTSBURGH, PA. 
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The Trend of Events 


THE NEW SECRETARY OF DEFENSE... General Eisen- 
hower in naming Charles E. Wilson, president of 
General Motors, to the post of Secretary of Defense 
has definitely taken the initiative in preparing for 
the vast economic moves that must be made by the 
incoming Administration. The office of Secretary of 
Defense has become essentially one of industrial mo- 
bilization, its military functions having been practi- 
cally relegated to the Chiefs of Staff. Therefor, it is a 
matter of the greatest moment that the incumbent 
be a man of unchallengeable authority in this vital 
field. Such a man, of course, is Mr. Wilson. In recog- 
nition and appreciation of Mr. Wilson’s immense 
capabilities, the president-designate, has shown that 
he himself is fully aware that effective industrial 
mobilization is basic to our defense and that he 
knows how to find the men to help bring this about. 

The new Secretary is a leader among those great 
industrial figures who have justly critized the out- 
going Administration’s handling of defense-economic 
related problems. He has. pointed out that more effi- 
cient administration could result in the saving of 
very large sums. There is no reason to doubt that, 
with his enormous know-how, he will find ways and 
means of running his highly complex department 


ienced industrialist at the head of the Department 
of Defense, it is to be expected that the massive 
problems of business will be given sympathetic and 
knowing consideration. 

We may be sure, therefore, that a much more 
satisfactory working arrangement than the present 
between the government and industry is in the 
making. The question, however, is whether the new 
Secretary will be able to evoke an equally favorable 
response from the unions. Leaders such as Walter 
Reuther of the CIO automobile workers are known 
to be antipathetic to Mr. Wilson’s basic formula for 
labor which is that the highest possible degree of 
productivity attainable is the ultimate test of labor’s 
real gains, and not mere wage rises. 

As a matter of fact, Mr. Wilson did not hesitate 
after the end of the war, to advocate the heresy—to 
the New Dealers—that the working week be in- 
creased to forty-five hours instead of forty. He said 
this would be a prime necessity if inflationary pres- 
sures built up during the conflict were to be kept in 
check and the public provided with adequate goods 
at reasonable prices. This eminently sane proposal 
immediately incurred the implacable hostility of the 
union leaders. Nevertheless, as 





without the waste and extrav- 
aganze which has character- 


the history of prices unfortu- 


ized previous efforts. 

Of equal importance, is that 
business and industry will feel 
more encouraged to work to- 
gether with the government, 
something they were unable to 
accomplish successfully in an 
atmosphere that, to sav the 
least, was not too friendly to 
business. With a highly exper- 





We recummend to the attention of our 
readers the analytical d’seussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Millei’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








nately has shown since, Mr. 
Wilson was right and the 
unions to the great cost of the 
public were wrong. In this re- 
spect, Mr. Wilson proved that, 
if allowed, he would have been 
a better friend of labor in the 
final analysis, than their lead- 
ers. Based on his basically 
friendly attitude. towards la- 








BUSINESS, FINANCIAL and INVESTMENT COUNSELLORS: : 1907 — “Over Forty-four Years of Service’ — 1952 








NOVEMBER 29, i952 


215 








bor, he will undoubtedly continue to support the 
legitimate aspirations of the working man, but it 
will be with the general welfare in mind. 


THE TRIAL IN PRAGUE .. . The spectacle in Prague, in 
which the chief performers are the fourteen former 
officials of the Czechoslovakian communist state on 
trial for their lives for ‘treason”, must evoke mingled 
feelings of outrage and scorn. The apothegm that 
revolutions tend to devour their children could be 
re-stated in this case to the effect that revolutions 
also end to devour their parents. For these fourteen 
were among leaders who turned this once democratic 
country over to the tender mercies of the Soviets a 
few short years ago. 

One need waste little sympathy on this now ragged 
group of one-time powerful conspirators. Given the 
chance, they undoubtedly would have meted out the 
same treatment to those who put them in the dock. 

A ray of light for the Western World, however, 
pierces the murk surrounding the cynical proceed- 
ings in Prague. That is, in accordance with well- 
established Soviet custom, not-so-innocent victims 
are being offered up to the twentieth century Moloch, 
in the hope that this will divert the attention of the 
people of Czechoslovakia from the unendurable 
prison which their country has become. This can 
only mean the present rulers are uneasy in the 
knowledge that the better life they have promised 
the population has not materialized, and that sooner 
or later they will themselves be removed from the 
shaky thrones they now occupy. 


THE BUDGETARY PROBLEMS AHEAD ... According to 
the most recent reports, President Truman is about 
to drop an $85 million budget for fiscal 1953-54 into 
the lap of President-Elect Eisenhower. This is actu- 
ally $6 billion more than the last budget voted by 
Congress. It is naive to believe the realities of the 
situation can permit such a huge financial commit- 
ment. The President, apparently is having a grim, 
little joke of his own before retiring from the scene. 

In any case, the sum proposed would exceed by $16 
billion the total expected revenues under existing tax 
laws. In addition, there will be a revenue loss of some 
$8.5 billion from taxes expiring next year. Of this 
amount, approximately $3.5 billion will be forfeited 
in the expected lapse of the excess-profits taxes on 
June 30th; and the balance, when the 11% increase 
in personal income taxes ends at the end of 1953, 
along with excise tax boosts and the 1951 hike in 
corporate taxes. 

Assuming the preposterous $85 billion budget, ex- 
piration of the taxes enumerated would produce a 
deficit in fiscal 1953-54 of nearly $25 billion. This 
alone indicates the unreality of such a colossal 
budget. 

Without venturing to prognosticate too closely in 
and admittedly highly fluid situation, a reasonably 
trimmed budget of about $70 billion is likely to be 
proposed by the new President. This is the figure 
mentioned by those closest to the incoming adminis- 
tration. It is almost $10 billion under the present 
budget, and would normally bring income and outgo 
into approximate balance. However, the $8.5 billion 
loss in taxes will pose a difficult problem for the new 
administration unless the cuts are restored or sub- 
stitutions found. This will be an extremely difficult 


nut to crack and illustrates the nature of the prob- 
lems President-Elect Eisenhower will have to face. 
It may very well be therefore, that in the first year 
of the new Administration, tax cuts will not be as 
great as hoped for. Already, there are semi-official 
hints from the new leaders that before taxes can be 
cut, expenses must be slashed. Genuine cuts in taxes 
therefore, probably will not materialize until the 
second year of the next Administration. 


WHERE IS THE INFLATION?. .. The new revised basic 
commodity index of The Bureau of Labor Statistics, 
which changes the averages from a 1939 base to 
1947-49, will perform a useful service in providing a 
more realistic basis of comparison with post-war 
conditions. The new index also is brought into con- 
formity with the wholesale price index revised a few 
months ago. As the basic commodity index concerns 
itself with sensitive-price raw materials, it gives an 
up-to-date picture of world market conditions; and, 
hence, is of great importance in determining inter- 
national price trends. As such, of course, they are 
great value to businessmen and investors. 

Analysis of the post-war index, as revised, indi- 
cates a very severe drop in spot prices of important 
world commodities since the end of 1950. At that 
time, they stood at 128.9, whereas the current figure 
is 91,2. This represents a decline of approximately 
30%. The great scope of this decline is of the utmost 
importance to many raw-material producing coun- 
tries and is responsible for the distress which has 
appeared in recent months in many of these areas. 
The price drop reveals the fact that production of 
some important raw materials has far outrun de- 
mand. Further difficulties in this respect may be 
encountered when expected reductions of American 
expenditures for defense further constrict world 
markets for such commodities. Altogether, a rather 
unhappy time seems to be facing these producers. In 
their case, at least, it is logical to ask: where is the 
inflation? 


COLOMBO PLAN COMMENCES TO FUNCTION ... The 
Colombo Plan, of which not much has been heard 
since the two years of its inception, apparently has 
accomplished more than is generally realized. This 
plan or, as it is more formally called, The Colombo 
Plan for Cooperative Economic Development in 
South and Southeast Asia, represents the develop- 
ment programs of India, Pakistan, Ceylon and the 
U.K. territories of Malaya and British Borneo 
through June 30, 1957. These programs have been 
under way for a full year and have been facilitated 
through the good offices of the Consulative Commit- 
tee, a unique instrument whereby the assistance re- 
quirements of these countries are made known in 
detail. Of interest is the fact that neighboring coun- 
tries in the region are now also members of the Com- 
mittee. These are Burma, Cambodia, Laos, Vietnam 
and Nepal. 

The various programs envisage total public in- 
vestment of some $5.2 billion, of which 40% will be 
supplied by the individual countries, some 15% 
through drawing down on their sterling reserves, 
and the balance from outside sources. The scope of 
the capital investments involved is indicated by their 
wide range, from dams and communications to rural 
development, edcuation (Please turn to page 266) 
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As 9 See Jt! 


By CHARLES BENEDICT 


OVER-RATING MR. NEHRU? 


1) uch has been said about Mr. Nehru’s genius 
and exemplary character, and no one will disagree 
with that premise. But Mr. Nehru’s talents as a 
realistic political leader and conciliator still remain 
to be proved, as well as his capacity to satisfactorily 
unite the elements in his own country. 

In his latest plan for settling the Korean war it 
would seem that Mr. 
Nehru is merely passing 
on to us the uncompro- 


“INSTRUCTIONS FROM MOSCOW” 


method we would be just as certain to condemn to 
death those prisoners who have already threatened 
to commit suicide if they were returned to Com- 
munist China and North Korea. The plan is actually 
a device to win a diplomatic victory for the Kremlin 
— something that we cannot possibly permit at this 
stage of the game, because it would be appeasement 
of the worst form and 
drag us into even deeper 
trouble, for it would give 





mising demands of Com- 








munist China, instigated 1 GIVE tT 
by Soviet Russia. Now 
A JERK AND 
And, to suggest that SHELL THINK | 
the Committee should SHE HAS, | 
consist of Poland and gl 
Czechoslovakia, two = TDN 






= 
C\ 





Communist satellite na- 
tions on the one hand, y/ 
and two neutrals like |. 1}, Cod uit 
Sweden and Switzerland yy WP es, 
on the other, who are {(QIVAMURRY, 7am me 
both in a vulnerable posi- 
tion vis-a-vis Russia, 
leaving out the United 
States and any of our 
interested allies, seems 
absolutely fantastic. In 
fact, he is actually set- 
ting up Communist China 
as a participant in the 
arrangement and leaves 
the United States out en- 
tirely, because there is no 
question but that Poland 
and Czechoslovakia would 
follow the orders of Com- 
munist China which 
would reflect the wishes 
of the Kremlin. 

That Mr. Nehru should 














the Communists a green 
light of added power for 
aggression elsewhere. 
There seems to be no 
doubt that this is a new 
move in Russia’s peace 
plan and has the ap- 
proval of Stalin. His tele- 
gram of congratulations 
on Mr. Nehru’s birthday 
was a way of wishing 
him Godspeed on _ this 
mission. Will Mr. Nehru 
interpret it as a promise 
that Stalin will end the 
Communist infiltration of 
India? Then Mr. Nehru 
would be naive indeed. 
The only realistic way 
to solve the problem of 
Korea would be to do so 
in such a way as to make 
certain that the settle- 
ment would impress Rus- 
sia and Communist China 
with our strength and the 
belief that they could not 
afford to undertake other 
acts of aggression in the 
Middle East or elsewhere 
— because that part of 
the world is unquestion- 
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present a plan composed 
of these elements to us, 
when at the same time he refuses any outside inter- 
ference on his own problem of Pakistan, is extremely 
unrealistic and contradictory. 

Besides, the plan suggested would not actually 
change the terms of Communist China nor alter by 
one iota Mr. Vishinsky’s insistence in his speech on 
Korea in the United Nations. But, would suggest 
merely a different method that would bring about 
an exchange of those prisoners who desire to return 
to their respective countries, while the rest who refuse 
to return, would be interned in prison camps await- 
ing upon disposition of their individual case. By this 
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Dowling in the N. Y. Herald Tribune 


ably the next step on Sta- 
lin’s agenda. 

For, if the Communists get clear of the war in 
Korea on their own terms, it would expose a weak- 
ness, not only in our position but in the United 
Nations, that they could turn to the greatest advant- 
age in a way to bring easy victories in areas of 
strategic importance to us. 

I think this is what General Eisenhower had in 
mind when he felt it was important for him to go 
to Korea so he could see the lay of the land —to 
know what our military position truly was in rela- 
tion to the Communists— (Please turn to page 260) 
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Market Buoyant on Renewed Confidence 


The market had a further net rise over the last fortnight, with most of it concentrated in 
the first several trading sessions of last week. Generally speaking, up to our press deadline. 


activity was increasing on the up-side, with the industrial and rail averages hovering right 


around their August major highs and a trend test imminent. The immediate future should 


tell an important story. 


By A. T. 


Ce spending six trading sessions in diges- 
tion of the relatively sharp improvement in stock 
prices registered just before and immediately after 
the election, the market forged ahead again last week 
in enthusiastic fashion. Reflecting broadening in- 
terest, trading activity set the most active pace of 
the year, although it remained moderate, especially 
in relation to total shares listed, as judged by the 
standards of earlier times. The ground given up on 
the August 11-October 22 downswing has now been 
almost fully recovered, at least by the daily averages, 
with the performance of individual issues remaining 
selective as usual. ; 

The utility average has bettered its prior major 
high by a clear-cut margin, with the great majority 


MILLER 


of stocks in this broad group participating. The in- 
dustrial and rail averages have come within a frac- 
tion of their early-August major highs. A fair 
number of stock groups have provided either fresh 
or stronger leadership, including tobaccos, auto- 
mobiles, auto parts, electrical equipments, baking, 
household furnishings, food brands, tires, chemicals, 
paper, food chains, natural gas and radio-television. 


Prominent Stocks in the Vanguard 


A number of prominent stocks of the “leader’’ 
type, whose performance is capable of giving some 
general lift to market sentiment, have risen to new 
highs for 1952 or longer. They include American 
Telephone, General Motors, General 
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Electric, General Foods, du Pont, Fire- 
stone Tire, Goodrich, International 
Business Machines, and Westinghouse 
Electric, to mention only a few. 

A betterment of the previous highs 
by the industrial and rail averages 
would not necessarily mean a sustained 
280 advance. If this were considered as a 
“signal,” suffice it to note that on 
last summer’s upswing a similar and 

















stronger bullish “indication” was given, 
yet the industrial average topped out at 
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DEMAND for STOCKS 200 


| AS INDICATED BY TRANSACTIONS 


a level less than 2% above its prior bull- 
market high recorded almost a year 
earlier in September, 1951. As we have 
mer pointed out before, the repeated stop- 
pages over so long a period of time of 
upswings in this average, in the area 


L 180 276-280, suggests a formidable supply 





MEASURING INVESTMENT AND SPECULATIVE DEMAND 


level. It would take more than a slight 
penetration of it to change the pattern 
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M.W.S. 100 HIGH PRICED STOCKS 


| decisively. However, there is a possi- 
bility this may occur on the current 
move. 

Still, without an emphatic penetra- 
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tion, the assumption suggested is that it 


wu remains, as for a long time heretofore, 





~ M.W.S. 100 LOW PRICED STOCKS 


a selective trading-swing market. A 
e clear-cut break of the old range must 
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. be measured by points, trading activity 





and breadth of participation in terms 
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Pr of stock groups, as well as by key stocks. 
Since early 1951 breadth indications 
around the highs of all upswings have 
been on the disappointing highs. 

Precisely because the supply level 
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cited has been a barrier 
for so long, however, 


TREND INDICATORS 








a decisive break-through 
could, obviously, have all | ato 
the more significance. The | 9 
potentialities therefor can- 
not be appraised adequate- | 190 
ly in terms of the outlook 
for business, earnings and 


BASIC DEMAND 





280 


dividends. That outlook | 210 
has not been’ suddenly 
changed. But the Eisen- | 260 


hower victory has indubi- 
tably given a general lift | '%% 
to confidence, which tends 
to make investors take a_ | 2% 
rosier view of the outlook. 
This is an imponderable | * 
which for a time could 
transcend statistical facts. 90 
Being an imponderable, it 
cannot be measured, much 85 
less be projected, in con- 
crete terms. 890 

It is true that aver- 
age price-earnings ratios 15 
are moderate enough, and 
average dividend yields 
high enough, to allow lee- 6 
way for a material “confi- 
dence rise” in stock prices, 
without approaching the 
extremes reached, in terms 
of these realistic meas- 
ures, at past bull-market 
highs. But it is probable 
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that ratios have remained 
on the moderate side, and 
dividend yields fairly high, throughout the 1949- 
1952 market uptrend primarily as an allowance for 
the long anticipated postwar or post-defense de- 
flationary economic adjustment, rather than because 
of political considerations. If the latter were con- 
trolling, we would not have had typically high ratios 
and low yields at the 1946 bull-market high, for that, 
of course, was under the New Deal-Fair Deal regime. 

Among the managements of quite a few large cor- 
porations there was some tendency toward moder- 
ately greater optimism on 1953 business prospects 
developing on the basis of their own marketing 
studies before the election. This has now gone fur- 
ther, for which the cheering election returns no 
doubt can be credited with an assist. Like investors, 
what business managers think they see ahead is 
colored by whether they are looking through rosier 
or darker glasses. Being human and having a high 
degree of confidence in Eisenhower government, 
their glasses are now rosier. As time passes, with 
the much talked about “coming slump” still around 
the corner, guesses on the timing thereof are put 
somewhat further ahead. Not so long ago, sentiment 
was hopeful “at least for the first quarter” of 1953, 
later for “most of all of the first half.”” Now there is 
less of a tendency to worry about the third quarter. 
In a minority of cases, fairly confident projections 
are being made for all of 1953, perhaps most notably 
in such fields as automobiles and auto parts, electrical 
equipment (including appliances and television), 
chemicals, air lines and, of course, aircraft. 

The end of price control could boost 1953 earnings 
materially in a few lines, most notably cigarettes 
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Given 
adequately maintained volumes through the second 
half—which is the $64 question—earnings in many 
cases would benefit importantly if EPT is left to ex- 
pire next June 30 or is moderated. These hopes have 
been feeding the improvement in stock prices, and 
to a large extent shaping its selectivity. 


and cement, perhaps for sulphur producers. 


A Longer-look Ahead 


It may be that business will stay good for about 
as long a time ahead as the market is generally in- 
clined to try to look. But, whether it starts before 
the end of 1953 or not, there is undoubtedly an eco- 
nomic bump coming, of unpredictable severity and 
duration. It is as certain as that rain will follow 
sun—unless we have a global war, which would be 
indubitably bearish. We are unquestionably in the 
upper reaches of the longest boom in our history. 
It has been financed much less by expansion of public 
debt than by rise in private debt. Total business-con- 
cern and individual debt by the end of this year will 
be around $300 billion, up $1 59 billion, or 113% for 
the postwar period, comparing with a rise of 39% 
in the six years 1924-1929, the supposedly giddy 
period of the Coolidge- Hoover “New Era” boom. So 
stimulating a rate of privé ite debt expansion—about 
$33 billion this year—cannot continue indefinitely. 
Neither can the record capital-goods activity or the 
current rate of consumer durable-goods activity, in- 
cluding housing. And neither will the approaching 
peak rate of defense spending. These are the key- 
stones in the arch sup- (Please turn to page 268) 
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The Program For... 
Economic Stability. 


By HARRY PRICE 


2 the first time in almost a generation it 
will be possible for Americans to fix new economic 
and financial goals for the United States. The new 
Eisenhower Administration has the chance to set 
our economic house in order, and through this find 
the key to economic stability. 

If the greatest benefit is to result—both to the 
United States and the rest of the world—the key to 
the Eisenhower program can be summed in one 
word: stability. Part of the “change” millions of 
Americans were seeking in the election was simply 
a desire for this stability. From all indications and 
the initial steps he has taken so far, president-elect 
Eisenhower seems bent on fulfilling that wish. 

The past six years, particularly, has been a period 
highlighted by impromptu economics. Measures were 
taken before there was any visible need for them; 
other measures, meanwhile, were delayed long past 
the time when they would be of any usefulness to 
the economy. 

From all surface indications, we have been ex- 
periencing for the past few years the greatest pros- 
perity the country has ever known. Employment is 
at its highest, savings have been reaching new 
heights almost monthly, department store sales con- 
tinue to soar, corporate earnings continue at high 
levels, and the same is true of personal income and 
salaries. 

Add these factors and the country should be 
enjoying an economic mood, if not of contentment, 
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at least of ease. It should be a period of 
economic bliss. But such is not the case. 
Instead, the country, and even the rest 
of the world, has been in a state of eco- 
nomic unrest; so strong it upsets one of 
the oldest and strongest political maxims 


—that people never vote against prosperity. But 
they did so this time. Or perhaps it would be more 
accurate to say they voted against a particular type 
of prosperity. The great mass of voters were decis- 
ively opposed to a type of prosperity they sensed 
rather than realized was unstable; so precariously 
poised it could be swept away and the country 
plunged into depression by threats of many kinds. 


Foundation for Sounder Dollar 


Now, the country has for the first time in many, 
many years the opportunity, and the Eisenhower 
Administration seems ready to fulfill that oppor- 
tunity, of setting an economic course that will give 
the United States and to a great extent the rest of 
the world, a period of greater economic stability. 

That will mean a sounder dollar both here and 
abroad, and an end to the wild surges of inflation 
in other countries and the constant climb of prices 
here. It will give the people—all the people, not just 
investors and businessmen —a confidence in their 
long-range saving and investment program; a knowl- 
edge that it will be possible to plan for a secure 
economic future. 

Behind these symptoms will be a different mood 
amongst business people. The businessman will 
know he doesn’t face the risk of arbitrary decisions, 
many of them unrealistic, by government officials. 
And although businessmen have operated success- 


THE MAGAZINE OF WALL STREET 








ee rk eet 
PG 
eas £ 
















“sh © 


se ei "RO = 


—_ ~*~ 4 A * 45 oO OF _e 





of 


se. 


O- 
of 
nS 
at 
re 
ye 
S- 
dl 
ly 











& 


Hi 
Piny 


4 
pe ens 
(hice 





fully—to the extent that they continued to show a 
profit—over the past several years, it took place in 
an atmosphere that might be characterized as 
chaotic. 

One example tells the whole story. When the 
Korean war broke out and the United States im- 
mediately plunged into a huge rearmament program, 
businessmen as well as others fully realized some 
economic controls would be forthcoming. Congress’ 
realization was expressed in its speedy passage of 
the first Defense Production Act which provided 
for a wide range of price, wage, credit and other 
economic controls. But once it had the powers, the 
Administration did nothing. It wasn’t until almost 
eight months after the outbreak of the Korean War 
that price and wage controls were put in effect—after 
a period of soaring prices and wages which could 
have been slowed if the Administration had used 
the powers it had available. 

Early this year, the same unpredictable economic 
shifting occurred. Mobilization officials, government 
financial experts and others all proclaimed the con- 
trols then in effect would continue for many, many 
months to come, possibly as long as two and half 
years. Yet only five or six weeks after this flood of 
official warnings, the controls were being relaxed 
and removed: with a resultant abrupt reversal in 
businessmen’s plans and operating schedules. 

The Eisenhower Administration, by careful plan- 
ning, can eliminate this chaos, to the benefit of not 
only the domestic economy, but world business con- 
ditions as well. It would give our allies and other 
foreign associates a greater degress of confidence 
in our policies, particularly those covering foreign 
aid, both military and economic, as well as in our 
tariffs and respect for a stable U. S. dollar. 


Steps Toward Stability 


Here is how this stability can be achieved—and 
the first moves of the Eisenhower Administration 
give every indication of being able to accomplish it: 

First, a major, over- 


of the steps ahead. It will mean an end to adminis- 
tration by surprise, by makeshift, a halt to bureau- 
cratic temporising. 

The steps that can be taken to provide a stable 
economy are relatively simple. Most important will 
be federal spending. An enormous slash of $30 
billion a year from the budget—which no one antici- 
pates for some years to come—would still mean 
federal spending of approximately $50 billion a year. 
This amount cannot help but have a sustaining 
effect on the country’s economy. The spending of 
this money could be better timed, however, more 
delicately adjusted, to give the country a more 
stable economic picture. 

But events sometimes preclude any delicate bal- 
ancing of federal spending. An international crisis, 
for example, could force the U. S. to expand its 
arms program rapidly. In that case, other forces 
could be brought into play. 

Basic among these are monetary controls. Federal 
monetary agencies have complete power to regulate 
the monetary system. They can reduce the supply 
of credit and money, and also raise interest rates. 
Banks can be forced to raise their reserves. The 
interest rate banks pay to the Federal Reserve can 
also be increased. 

Moves such as these would halt inflation in a 
period of heavy federal spending because they would 
take money out of circulation; there would be a 
corresponding cut in spending power made for every 
inflationary spending plan the government made. 


Soundness of Basic Controls 


These powers are not new, as everyone knows. 
They’ve been in effect for many years. But until 
now they either weren’t used at all, or were used 
at the wrong time—sometimes it seemed they were 
used at just the moment that would create the great- 
est disruption to business. 

One further point on these devices should be 
mentioned. Even at the times when there was the 
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greatest hue and cry against the Democratic Ad- 
ministration’s love of controls, the most avid sup- 
porters of a free economy agreed they were com- 
plaining about useless and false controls, that the 
basic economy curbs mentioned above would do all 
the Democrats wished and cause less havoc in the 
economy. That, in essence, “basic” controls were 
what was needed. 

Other basic curbs could be utilized by the Ad- 
ministration to insure a more stable economic exist- 
ence. The government, for instance, will continue 
to play a dominating role in fixing the prices of 
farm goods. In periods of threatening inflation, the 
Administration can keep farm prices in line with 
reason, rather than force them continually upward, 
as has been the recent experience. 

These steps would in reality keep prices from 
skyrocketing. In other words, the goods the country 
produced would continue to be available at a price 
consumers would be willing to pay. 


Regulation of Wages 


This presents a satisfactory picture, but still 
leaves a major question: wages. They would have 
to be sufficiently high to enable consumers to go out 
and buy goods. 

It is almost unanimously agreed that in periods 
of inflation some form of wage control will be 
necessary. Our recent experience is a good example 
of how not to regulate wages. In almost every case 
they served as a spur rather than a hindrance to 
inflation. Under the “hit or miss” and delayed action 
policies of the outgoing Administration, the economic 
tranquility of labor has been as much disturbed as 
that of business. The affect upon labor was to create 
an intense degree of uncertainty for the moment and 
a great fear of what might develop not only in the im- 
mediate future, but overnight, so to speak. Such a 
state of mind was engendered by inept efforts to keep 
prices of consumer goods essential to maintain life 
in balance with wages and generated a fear that im- 
pelled workers to demand pay increases. 

At just what level wages should be controlled 
will have to be left to Mr. Eisenhower’s advisors, 
naturally. But they will have some preliminary work 
already done for them. A panel of economists re- 
cently made the estimate for the New York Herald 
Tribune that wages must of necessity fluctuate in 
the narrow range of 62 percent to 64 percent of 
the national income. Many may disagree with these 
figures, but at least they provide a more solid foun- 
dation for regulating wage scales than has been 
the country’s experience in recent years. 

So far, all the stabilizing devices mentioned have 
been relative to periods of prosperity or inflation. 
The other extreme, of course, must be taken into 
consideration. Again, basic measures are available 
for the government which will provide a stable econ- 
omy with no disruption. 

First, naturally, would be a reversal of most of 
the policies mentioned earlier relative to monetary 
controls in time of inflation. The government fiscal 
agencies could ease the supply of money in circula- 
tion. The government could make it easier to borrow 
money. In extreme cases, the government could per- 
mit a federal deficit to develop. 


Cushioning a Slump 


But that would be hardly likely. The basic eco- 
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nomic measures plus other routine devices available 
to the Administration would cushion any slump. 
Most important of these, other than the economic 
control measures, are federal spending. 

Regardless of who is in power, there will con- 
tinue to be a number of federal construction projects. 
Public works are part of the government procedure. 

The Eisenhower Administration is expected, how- 
ever, to schedule these projects to the best advantage 
of the economy. There would be no flood of federal 
projects in periods of inflation, as has been the case 
the past seven years. Instead, the less essential 
works would be eliminated, and those remaining 
would be approved in periods of deflation or busi- 
ness lethargy. 

These measures would guarantee an efficiently 
functioning economy. 


Advance Notice Beneficial 


More important, however, would be the fact that 
none of them, in event of either inflation or reces- 
sion, would come as a surprise to businessmen and 
investors. As a matter of fact, under an Administra- 
tion, regardless of the party label it might bear, that 
has a better understanding of our economy than that 
held by those in power in recent years. Surprises are 
apt to be less frequent and this in itself will be bene- 
ficial to us at home as well as to the people in other 
lands. In any event, such surprises would lose some of 
their force because they would be heralded in ad- 
vance, and proper adjustments could be made in time. 
It would be an end to the uncertainty that has plagued 
business the past years. 

And “uncertainty” is possibly an underestimated 
factor in the state of the economy. The best demon- 
stration of the tremendous impact it can have on 
business affairs is the stock market. 


The novice is always amazed that on the days of 
economic catastrophe such as outbreak of a war 
somewhere in the world, or work-stoppage by a 
huge union, the stock market will quite often act 
contrariwise. What he doesn’t realize is that such 
declarations represent an actuality. Investors, on 
the event, know what conditions they must face and, 
accordingly make the proper adjustment. 


During a period of uncertainty, however, the mar- 
ket can pull much further than the event may war- 
rant. It is the elimination of undue uncertainty, 
wherever possible that will help. 


One of the great difficulties in the past decade for 
investors has been that they often lacked the basis 
for making valid decisions. This was inevitable under 
a theory of government which laid little stress on 
orderliness in its approach to fundamental economic 
problems. 

That “orderliness” is what the Eisenhower Ad- 
ministration can offer the United States. A period 
of economic tranquility, when plans can be made 
with some expectation of fulfillment and realization; 
with the knowledge that any necessary changes in 
those plans will be made gently, in advance, and 
without the chaotic disruption the United States 
has experienced, and inflicted on the rest of the 
world, in recent years. 

And the tranquility here will in turn bring about 
more order in the economies of our allies and 
friends in other parts of the world, enabling them, 
too, to plan for a more prosperous and dependable 
future. 
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Billions in 


Tidelands Oil 


By L. A. LUKENS 


Tne November victory of General Dwight D. 
Eisenhower, the Republican Party and the states’ 
rights advocates means, among other things, that 
presently we shall hear more, rather than less, about 
tidelands oil. And what we shall hear will, in the 
the years ahead, come less, if at all, from Capitol 
Hill and more from the offshore areas of such states 
as California, Texas, Louisiana, Mississippi and 
Florida. 

As the legalistic babble of the politico subsides, the 
mighty roar of great new industries and flourishing 
regions, some not yet born, should make themselves 
heard in this area. 

For early next year the new Congress, with the 
blessing of the new Administration, surely will give 
to the states the rights to oil deposits and other 
treasure off their shores. President Truman, who 
leaves office in January, twice has vetoed such a 
measure. 


Very Large Stakes 
Numerous oil companies already have “tidelands” 
leases from the states and have undertaken explora- 
tory work in the Gulf of Mexico and Pacific Ocean. 
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While the threat of Federal ownership to 
the legality of such leases has kept these 
companies from proceeding on the vast 
scale customarily associated with the giant 
oil firms, their investment already is con- 
siderable. 

The stakes are high—untold billions of 
dollars of mineral wealth, all but untapped 
until now. 

Federal legislation permitting owner- 
ship by the states, now a foregone conclu- 
sion, would verify their leases, remove uncertainties 
and open the way to the kind of large-scale commer- 
oe exploration to be expected of these fast-moving 

rms. 

To get at this underseas hoard, costly gear is 
needed. One big company has erected a steel plat- 
form covering a whole acre in the Gulf, anchoring it 
with steel pilings driven 180 feet into the mud floor. 
On the platform a superstructure housing workers, 
machinery, temporary storage tanks and the like 
was built. Over that a 120-foot derrick had to be 
erected. 


Development Held Back 


From the platform half a dozen wells were drilled. 
Their caps were only about 10 feet apart. But they 
were drilled on a slant, at an angle of about 45 de- 
grees, so that when they reached production levels 
at 10,000 feet they were about a mile distant. 

Two of these turned out to be dry holes. Four 
produced oil. Since each field has only the discovery 
well, the potentialities can not be gauged. 

Nor will they be until the question of ownership 
of these submerged lands is settled finally. While 
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the controversy rages the oil companies have been 
restrained from further extensive development. 

The prevailing uncertainties were emphasized 
anew as recently as November 10, 1952, when the 
Supreme Court received a report from William H. 
Davis, special master in the dispute between the 
State of California and the Federal] authorities. Fol- 
lowing the decision of 1947, in which the High Court 
had held that Washington possessed paramount 
rights over the underseas areas, Mr. Davis was 
named special master to examine these particular 
questions. In his report he recommended that the 
Supreme Court find that: 

1. The channels and other water areas between 
the mainland and the offshore islands were not 
inland waters as contended by California, but are 
in the open sea. 

2. No one of seven particular coastal segments 
he chose for determination and adjudication was 
a “bay constituting inland waters.” 

3. The “ordinary low-water mark” on the Cali- 
fornia coast was the intersection with the shore- 
line “of the plane of the mean (average) of all low 
waters” to be established by the United States Coast 
and Geodetic Survey from observations over a 
period of 18 years. 

In 1947, the Supreme Court held that the Federal 
government had paramount rights beyond the ordi- 
nary low-water mark. California asked that this 
mark be determined by the average of the lower 
of two daily tides. 

More than a score of oil concerns already have in- 
vested some $500,000,000 in leases, exploratory work 
and drilling equipment. And even this impressive fig- 
ure will be dwarfed in short order when Congress 
passes a law spelling out the legality of these leases 
entered into with the coastal states. 


Potential Size of Reserves 


Geological estimates of the oil reserves off the 
shores of California, Texas and Louisiana alone 








range above 15,000,000,000 barrels—more than one- 
third of the known reserves under dry land in this 
country. A barrel of oil contains 42 gallons and is 
worth $2.65 at East Texas, which gives some idea of 
the tremendous riches involved in a generation-long 
political snarl. 

The term “tidelands” though commonly used is in 
reality a misnomer. Tidelands—the lands between 
high and low tides—belong to the states and, indeed, 
always have. The present conflict arises over the 
submerged region from low-water mark to the edge 
of the continental shelf, the point where the sea 
floor plunges into the pelagic depths. 

As President Truman noted last May in his most 
recent veto of the resolution that would have estab- 
lished state title to these properties: : 

“Contrary to what has been asserted, this resolu- 
tion would have no effect whatever on the status of 
the lands which lie under navigable rivers, lakes, 
harbors, bays, sounds and other navigable bodies 
of water that are inland waters. Neither would it 
have any effect on the tidelands—that is, the lands 
along the seashore which are covered at high tide 
and exposed at low tide. All such lands have long 
been held by the courts to belong to the states or 
their grantees and this resolution would make no 
change in the situation. 

“The only lands which would be affected by this 
resolution extend under the open ocean for some 
miles seaward from the low-tide mark or from the 
mouths of harbors, sounds and other inland waters. 
What this resolution would do would be to give these 
lands to the states which happen to border on the 
ocean.” 

At the time of the union of the 13 colonies au- 
thority ended at the low-water mark. Thomas Jeffer- 
son introduced the doctrine of offshore authority, 
which was exercised by the Federal government since 
it had not been conceived at the time the union was 
formed. Offshore limits gradually were extended. 
During the 1920’s, when Prohibition of liquor was 
the law of the land, they were pushed outward from 
the traditional three to 12 miles. 

In 1945 President Truman served notice in a 
proclamation that the Federal authorities intended 
to claim sovereign rights over all submerged lands 
to the limits of the continental shelf. 


States Protect Their Rights 


In the Gulf this shelf may reach as far as 150 
miles and involve some 92,000,000 acres of sub- 
merged lands. Every state bordering on the Gulf of 
Mexico is vitally concerned. Some of them took legis- 
lative action to “safeguard” their rights, regardless 
of Federal decision or policies. 

Texas, for example, enacted legislation in 1941 
extending the boundaries of that state to the edge 
of the continental shelf. Louisiana extended its 
boundaries seaward for 3014 miles. Florida extended 
its domain three miles on the Atlantic Ocean and 
1014 miles on its Gulf coast. 

Yet these states are well aware that authority 
over the submerged lands, as of now, resides in 
Washington, thanks to three Supreme Court de- 
cisions—one handed down in 1947 and two more in 
1950. 

After the 1947 ruling of the High Court, California 
impounded royalties and rents accruing from oil ex- 
ploration. In the first three years they totaled about 
$28 million. Since 1950 Federal aides have im- 
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| at aoa one nes —————————————_——————————— 
Leading Oil Companies with Offshore Leases 
Number of Acres Earnings 
at Tideland Per Share Indicated 
Estimated 1952 Recent Div. Price Range 
Texas Louisiana West Coast 1951 1952 Div. Price Yield 1951-52 
Atlantic Refining Fie tatienne : rere $ 4.88 $ 4.75 $ 1.90 332 5.6% 36%4- 242 
Cities Service W ghscsasshsderiaatcaueeees pan Vee Li a. eee 14.71 14.00 5.00 93% 5.3 120'2- 82% 
MeN REE oa 020 cnc scs ec ncccssueveaveriseeecaauen) Jscketentes 103,964 urcevavens 4.25 4.00 2.50 63 4.0 75 - 44% 
MRR eo er hk eco sca icac crt pedeg.SepeBreeea A cop dectoneate OE axexcanedace 6.17 6.00 2.00 48 4.1 5852- 4034 
Humble Oil : [eee AE 101,051 WAGED asessanss 4.72 4.35 2.28 6634 3.4 8612- 51% 
Ohio Oil ........... etree erie 1,920 Ren”. aketenndyes 6.35 6.25 3.00 5212 Le 60%2- 43% 
Pan Amer. Petroleum ... pi eay ee Cor 5.14 4.60 1.75 3334 5.2 41 - 25 
Phillips Petroleum ee oe 2,686 98,471 is 5.11 5.60 2.40 57 42 62%- 38 
Plymouth Oil 119,490 aeetece uae nete ; 4.24 4.00 1.60 31 5.1 37e- 2534 
Pure Oil ... : 2 bes : 146,228 : 7.88 7.75 2.50 63 3.9 6914- 46% 
NINO po 05,c2ccoshcsec steven uas eee sctnetoe n.a. 7.05 6.25 3.25 6312 5.1 7458- 50 
LON CG NSS anon eee meaner eee nO eer 205,194 7.20 6.75 3.00 6812 4.3 87 - 51 
Socony-Vacuum Oil .... PE er es res 249,852 n.a. 5.08 4.75 2.00 34% 5.7 4054- 25% 
Standard Oil of Calif. ene : 173,755 n.a. 6.05 6.10 3.00 53 5.6 64%4- 44 
Standard Oil of Ohio : ae 7,207 . 5.56 4.75 2.40 3612 6.5 47%k- 33% 
Standard Oil of Indiana ! : 57,440 203,577 9.71 8.50 2.50 732 3.4 92 - 59 
RMU eee ecerea tee cee xady nk ostusay oeraecis 2,774 57,192 6.85 6.50 1.00! 82% 1.2 9434- 612 
Sunray Oil ............ Bb se spies : 22,707 2.23 2.00 1.50 19% 7.8 24%- 172 
Superior Oil ...... ee 32,640 129,571 31.43 33.00 4.00 500 8 570 -355 
Texas Co. ines . moe fete 17,040 100,875 6.50 6.40 3.00 54 5.5 60%%- 4034 
Tide Water Assoc. Oil Peer? 101,464 2.90 2.75 1.151 20 Ly 25 - 15% 
Union Oil of Calif ................ fp : 17,910 5.01 4.90 2.00 37 5.4 4552- 337% 
1_Plus stock. n.a.—Not available. 
Sea wet oneaae 




















pounded these funds, in addition to revenues in the 
Gulf-states area. 

In this conflict between the states and Washing- 
ton over paramount rights to the marginal sea areas, 
the oil companies are caught in the middle. While 
the politicos wrangle the companies are loath to 
undertake costly development. Yet valuable leases, 
for which they have paid heavily, are running out. 

The practice is to take up properties under a five- 
year lease. Terms vary. 

As an example, in Louisiana the oil people pay 
an original “bonus” followed by annual rent of one- 
half the bonus. It no oil has been brought in at the 
close of the five-year period the lease expires. On 
the other hand, production automatically maintains 
the lease and substitutes royalties for rentals. 

In Texas the bonus is higher, but the rental is 
only $1 an acre per year. 

Since development now is prohibited many com- 
panies are in the position of having to fork over 
rental money for leases which in another year or two 
will expire with nothing to show for them. Indeed, 
some leases already have expired. 

Hundreds of millions of dollars already have been 
invested off the shores of Texas and Louisiana in 
leases, tests and development work by such big-name 
oil companies as listed in the accompanying table. 
Obviously, these companies stand to gain the most 
when they are free to go ahead. 

Of those listed, Socony and Standard of California 
have leased acreage on the West Coast. Others in- 
terested in Pacific Ocean leases are Richfield Oil 
and Signal Oil. 

Assuming the passage by Congress early next year 
of a quit-claim measure, it is easy to envisage tre- 
mendous benefits to the coastal states, the oil com- 
panies and allied industries. 

For the states it will mean vast new revenues, 
which in turn will result in better educational facili- 
ties and highway improvements. These states also 
will be in a splendid position to finance a wide 
variety of other improvements and services—hospi- 
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tals, care of their aged and prison system, to men- 
tion a few. 

Even the current limited output has been of great 
importance to these states from the standpoint of 
revenues. Royalties now total nearly $12 million a 
year. Two-thirds of that sum is being paid by opera- 
tors of wells off the shores of California, a not 
inconsiderable sum for a state government. Needless 
to say, the vast sums that will come to the states 
should eventually play a part in~- reducing state 
taxes. 

As for the oil companies, only a small fraction of 
this country’s oil output now is involved. Total out- 
put of offshore wells is about 65,000 barrels a day 
compared with a national output of 6,612,000 barrels. 
Obviously, little of the estimated 15,000,000,000 bar- 
rels has been fetched from beneath our waters. 

As for the effiicency of state supervision of this 
colossal hidden wealth, one need but cite the emi- 
nently high reputation of such a public agency as 
the Texas Railroad Commission. That agency regu- 
lates railroads and buses in Texas, but its major job 
is to police the oil industry in that state. The com- 
mission establishes allowable production rates and 
its oil-conservation practices have won it high praises 
from all concerned. In that field it has set a pattern 
the rest of the world might well follow. 

From the investment point of view, it is obvious 
that with a half billion dollars already invested in 
preparatory work of all kinds, companies with prop- 
erties or leases in the off-shore districts, expect 
eventually to develop resources that will bring them 
many times this amount. For the convenience of our 
readers, we have appended a table giving pertinent 
figures concerning these holdings. 

It is important to note, according to this table, 
that some of the very largest oil concerns are well 
represented in this potentially oil-rich section. With 
their enormous cash resources, they should be in a 
position to develop progressively increased earnings 
from these sources, soon as the legal complications 
in the way of heavy operations are removed. 














Industry -By-Industry Survey 


—of Production Gains and Losses 


By WARD GATES 


a the ending of the steel strike, American 
industry has performed one of its characteristic 
miracles and, in a general way, is breaking all peace- 
time records for production. Actually, total produc- 
tion is now higher than at the end of World War II. 

The Federal Reserve Board index for October is 
226, a gain over the 225 of the previous month and 
compared with 223 of September 1951. From present 
indications, current records will be broken in the 
final two months of the year. 

With the steel industry at full blast, most other 
manufacturing industries have been stimulated, a 
situation aided by the gradual, if uneven, liquida- 
tion of burdensome inventories taking place in the 
past few months. This factor, in addition to mount- 
ing monthly expenditures for armaments and con- 
tinued large capital investment, is providing a firm 
basis for the production outlook in heavy industry. 
In October, the production index for durables rose 
to 289, compared with 285 in September, and 271 in 
September of 1951. These figures illustrate the scope 
of the current upsurge. 

Total industrial production would have been higher 
in October but for recent work stoppage in the coal 
mines. Resumption of mining is one of the factors 
that will bring the production level up to even higher 
figures in the near future. 

Non-durable goods production has been increasing 
mainly due to higher textile and paper operations. 
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As a result, the non- 
durable goods index 
rose from 194 in Sep- 
tember to 195 in Octo- 
ber. This compares with 
the index of 192 in Sept. 
1951 and 188 in Octo- 
ber. From this, it ap- 
pears that the non-dur- 
able lines are also 
revitalized. 


Strong Trend But Not Uniform 


The facts given above indicate that earnings pros- 
peets for the final quarter of this year and, prob- 
ably, the first quarter of 1953 have improved con- 
siderably for many branches of industry and busi- 
ness. However, the trend is not uniform as illustra- 
ted by the following comparisons: recent gains in 
production—iron and steel, non-ferrous metals, trans- 
portation equipment, cement, petroleum, glass prod- 
ucts, rayon and nylon, meat packing, tobacco, paper, 
autos and trucks, rubber and chemicals; recent 
losses tn production—machinery, leather, alcoholic 
beverages, and coal (due to work stoppage). The 
manufacturing food industries are stable, with pro- 
duction at about last year’s levels. 

From the over-all picture, apparently what is hap- 
pening is the emergence of a third up-swing in the 
business cycle since the war, though it will not neces- 
sarily assume the dimensions of the early post-war 
boom and the uprush directly after Korea. The situa- 
tion is quite different to-day in that business is oper- 
ating in the background of an anticipated slide-off 
in defense business some time toward the end of 
next year. The indications actually are that the cur- 
rent improvement, while substantial, may be more 
limited in duration than either of the other two ma- 
jor swings previously mentioned. 

Two general conclusions seem to be warranted at 
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— Ne = higher in the period directly ahead. 
Recent Gains in Production Construction. The construction industries, which 
<— ; , : embrace a vast complex from building and electrical 
eae ine utility to highway and pipelines, may hit a new peak 
— Ta Weekly Average of close to $32 billion in 1953, compared with $31 
ra billion in 1952. Most of the increase, it is estimated, 
ae regal Set. me may come from public building with possibly a slight 
——_ ee ae ee eeeeentsinnnenne nein decline in residential building in sight. Highway 
, | Paperboard construction should be in the neighborhood of $5.5 
a. | oan 218,800 245,000 | pillion, giving such (Please turn t 262 
Minerals _... 174 166* | PP » & gs ase turn to page ) 
ae SS | en 7,582 7,685 
aaa (Kilowatts) (Millions) 
Output | Coal 
- ___ % of Capacity | Production 10,621 «7,128 Production Changes by Industries 
1952 (Millions of Tons) Seasonally Adjusted (Federal Reserve Board Index) 

Sept. Oct. | Lumber sei iia ee ee 
eons 266 263 ——1952 1951 
Paper . 81.9% 91.3% (Millions of Bd. Ft.) Sept Aug Sept 
Steel . 101.9 1064 | a aig rasan etait int: teeta 
BairoleuntRef 94.0 94.2 | aie tenes ‘eine Industrial Production, total *935 214 218 
Paperboard . 88.0 96.0 | i ? ’ Manufactures, total « 224 228 

i bees ee - | Steel Production Durable : *285 266 271 
*—F. R. B. estimate. | (Tons) 2,117,314 2,210,000 Non-durable *194 191 192 
1 Minerals ; *174 157 167 
- Major consumer durables, total *122 84 107 
Passenger * 
this time. One is that most consumer-goods industries aii . - ” inns 
will benefit from higher manufacturing activity. The naive 
other is that with defense production at a peak in Pipa "2660241 288 
the earlier part of next year, earnings for many indi- |} sco io a po 
vidual companies in the heavy manufacturing indus- |! Machinery *352 337 336 | 
tries will reach higher levels in the fourth quarter of |} Transportation equipment *336 298 311 
this year and the first quarter of next than was true |} Avtomobiles (including parts) *226 86 «173 226 
a few months ago. oe metals and products waa) 212 196 
melting and refining 248 251 214 
Fabricatin *210 196 19 
Specific Industrial Conditions saailee aan products *152 148 1a 
Lumber *138 135 135 
In the following, we present for the benefit of in- a day Pre “— products «_—_ Um 
vestors who desire to follow industrial trends a poate a bo bn 
concise report on present and immediately prospec- Rayon deliveries 378 370 334 
tive conditions in some of the leading industries: Manufactured food products *164 162 167 
Steel. Production is scheduled for the next few parapet aa = a 
months at about the record annual rate of 116 mil- Other manufactured goods *170 169 176 
lion tons. Steel-consuming industries have recently Processed fruits and vegetables *132 123 152 
become voracious in their demand for the metal, Paper and products | —_— aS 
such items as refrigerators, dish-washing machines, ce we tw s Pha ps ie 
freezing units, air-conditioning units and TV sets jac hstitiaetaseeocuall ann 231 po 
coming off the assembly lines in increasing volume. Fuel oil *234 253 213 
With prices stable, indications are that the higher Chemicals aoe *308 303 301 
volume of production and sales in sight for the next ai seit ‘a po ben 
few months will produce a wider margin of profit Si a ; #581 569 560 
for most companies. Rubber products ... *254 243 245 
Electrical. With markets for appliances in gen- MINERALS 
erally better shape, owing to successful liquidation Fuels #178 161 172 
of inventories during the long down-slide from Coal a 133 93 125 
mid-summer 1951 to Spring of 1952, the outlook for Bituminous cod) o.oo... eee . 144 102 137 ff 
sales has improved for the next few months. Per- Anthracite ...... ssoseeeeensen - 88 61 79 
centage increases in production and sales expected ee aie ee 2 a ae 
are as follows for various important items: 5%, = eibsaaiciisieaenatin ase bas 
household refrigerators, 60% room air-conditioners, 
3% incandescent lamps, and 10% fluorescent lamps. Output of Household Goods 
TV production may be 5% above last year, when (1947-49 = 100) 
it was 5 million sets. On the other hand, the outlook Total seca tale nee 107 89 
for radio sets is still unsatisfactory, and it is gen- Furniture ...... Sarl Dec conse #00 110 97 
erally expected that production in this field may be Major appliances . serseeeensesssensecsnnsecsssseee SOY 94 86 
off 25% from 1952. Very favorable prospects exist ee ye = ” 
in the field of military electronics which is commenc- ia —- = = 
ing to assume very large proportions. Thus almost Vacuum cleaners 86 94 74 
$4 billion in these items is expected to be produced Radios and television saticssnvetccenccoe Sie 141 95 
next year against $2.1 billion in 1952. Production of Radios, total ......... sesasesceeeerres AO 32 49 
heavy equipment such as turbines etc. will be very Television, total yicapasescccvesuen 543 366 190 
heavy in accordance with the high rate of public *—Preliminary. n.a.—Not available. 
utility expansion. Earnings generally should be JL 
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THE CHANGE-OVER 





By “VERITAS” 


BACKGROUND as a five-star general accustomed to 
giving orders and having them obeyed without ques- 
tion may prove a drawback to the incoming Presi- 
dent. The situation marks a switch from the Truman 
method which spread authority and responsibility, 





WASHINGTON SEES: 


Adlai Stevenson looms larger in defeat than 
many other White House aspirants have registered 
in success—the benefit of the public considered. As 
the nominee of the losing party he is the titular 
head of an opposition and with a hair-line divi- 
sion of congressional control he can—and it ap- 
pears to be his intention to be—the mouthpiece 
of a loyal, friendly opposition. That doesn’t mean 
straight-away acquiesence. And it doesn’t mean 
politics as usual and a public-be-damned policy. 

In this respect, the incoming President gets off 
to a good start. Stevenson has proved himself to 
be a good loser. There is suggestion that he retain 
the public ear as a radio commentator and he 
may decide to do so. But there is comforting 
knowledge to be drawn from the campaign that 
Adlai will not stoop to the level of common scold. 
He would not do so to win the Presidency and 
President-elect Eisenhower came out of the vote 
drive with a profound respect for his rival who at 
no time was his enemy. 

The professionals in the republican party were 
disturbed when Wendell Willkie accepted a nomi- 
nation from the man who defeated him for the 
White House berth and took a global trip. There 
was mutual respect between FDR and Willkie, de- 
spite their election fight. Stevenson has not been 
too interested in winning the top job and could, 
it is believed, be persuaded to serve in some 
distinguished job under his former foe. 











much of it among cronies brought into government. 
But the method is not unlike that which was used by 
FDR with success, if success can be measured in 
terms of four-times election. Major point of differ- 
ence is that Mr. Roosevelt had very considerable 
experience in civilian government. Ike has none. 


BALANCING the new President’s lack of experience 
in civilian government, is an obvious willingness to 
accept the counsel of those who have. The Ike en- 
thusiasts include men on the state level, such as 
Governor Dewey; men on the congressional level 
represented in personages of the Senator Lodge 
type; and former President Herbert C. Hoover. 
Senator Taft went down the campaign line for Gen- 
eral Eisenhower but his associates say he’s deeply 
disappointed that the nomination plum didn’t drop 
into his lap in the year of assured victory. 


TIMING will be the essence of success or failure when 
the new regime takes over in January. Much more 
will be expected of the Eisenhower administration 
that it is humanly possible to deliver and practical 
politics will dictate fast action as a placating gesture. 
That means the new President must select appointees 
ready to run onto the political field with little ““warm- 
ing up.” Under secretaries, who represent most of 
government operation, will be quitting by the dozens 
and the first job of Eisenhower will be to keep the 
ship of state from listing. 


TRADITION has it that the first 100 days of an in- 
coming administration determines its place in his- 
tory. When FDR succeeded Mr. Hoover he recognized 
this truism to the point that established a new record 
for speedy action—witness the bank holiday within 
a matter of minutes after the inauguration. It isn’t 
expected that General Ike will pull anything out of 
the hat quite that dramatic but it is a certainty that 
he must act with dispatch on implementing the 
changeover, or fumble. However, indications are that 
there are not going to be many fumbles. Already 
the president-designate, in appointing three top 
men to the posts, respectively, of State, Defense 
and the Interior, has shown that he is capable of 
decisive action. 
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Ike Eisenhower came, saw, and conquered 
Washington only a matter of days ago when an estimated 
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elect. About one of each four was a government employee, 
creating a situation familiar to the general who has 
made a profession of liberating people. Many of them 
will be liberated from the federal payroll in the next few 
months. But the number of divorcements from the public 
till will not come up to general expectations and that 
points up one of General Eisenhower's principal problems. 























The incoming Chief Executive will be hobbled 
by Civil Service regulations which throw a protective 
cloak over many jobs. They cannot be fired unless 
"for cause’ and the fact that their sponsorship was an 
opposite political party is not regarded sufficient 
cause. Of course jobs can be abolished and the payroll 
cut in that manner. If such a thing were to happen 

it would be one of history's "firsts." Franklin D. Roose- 
velt was elected on a platform that included a pledge to cut the government payroll. 
It multiplied under his administration, reaching heights never imagined theretofore. 






























































Experience has taught that when a party comes back into power after many 
lean years (the democrats in 1933, and the republicans in 1953) there are many of the 
"faithful" pawing impatiently for a share of the fruits of victory. On the top level 
there are ambassadorships to be awarded but they are few in number and usually 
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' can be accepted only by persons who can spend more than they are paid -- it's estimated 
' such a job costs the holder twice the salary and expense allowances fixed by the 
government. 





The State Department will be fine tooth-combed for spots that can be 
eliminated. Here, the new President will find that while personnel has increased 
approximately five-fold in the past quarter century the growth has been due more to 
creation of new functions than the oft-repeated "duplication." That there are about 
30,000 payrollers today in the State Department may give would-be economizers drool 
in anticipation. When they get down to hard facts they'll be faced with decision 
| whether to abolish the "Voice of America," cut embassy and legation staffs, retire 
from UN, abandon "Point 4" -- or what! 





























The military establishment and the Post Office Department can be grouped 

, under a general heading of fixed charges -- the former by the necessities of the day 

7 as agreed by both sides of the congressional aisle, and the latter by experience as, 
for example, when reduction of mail deliveries started a minor rebellion. The usual 
campaign pledge that economy would be brought about by increased efficiency was 
bandied about but not even the calmer non-campaign proposals of the Hoover Commission 
appear to have had any substantial effect. 























It's a long-range prediction and possibly a reckless one, but there are 











will prove to be Harry S. Truman. The President does not plan to leave Washington; 
he'll maintain an apartment at a hotel here, later buy or build in historic Georgetown. 
He likes Washington and the political whirl, doesn't want to retreat from it 

too rapidly. Margaret Truman has made it clear that she'll stay here and 

that about clinches it. 








The important thing from the incoming President's standpoint is that 
Mr. Truman views him as a man coming into a job of tremendous responsibility and 
needing help. HST had that experience. Following a brief, unimpressive flurry of 
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intended effort at expressing complete self-confidence after his late afternoon 
catapault into the Presidency, Mr. Truman confessed the magnitude of the job frightened 
him, asked for public aid and understanding. His initiation of the conferences 
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expenditures and taxes can be accomplished, the new President will have willing hands 
to assist him in that endeavor, willing shoulders to sustain the blame if it isn't 
accomplished. Senator Robert A. Taft has said it can be done -=- a signal to the 
republican membership in congress to see that it is brought about; Senator Harry F. Byrd 
agrees, and that's a tipoff to dissident democrats to get in line. 























As heretofore suggested the difficulty in cutting costs, reducing taxes, 

comes on the issue whether the new Administration is willing to lop off entire 

rojects or -- which has substantially the same effect -- cut them to the core. 
Military agencies and the supporting foreign-aid programs are near and dear to the 
heart of the new President. Unless deep cuts are made there, the likelihood of 
economizing seems not bright. Essentially a military man and internationalist, 
Eisenhower's willingness to apply the pruning knife in these areas may provide the key 
to his entire administrative outlook. 
































The charge which was levelled against FDR that he “had never met a payroll" 
can be placed against Dwight Eisenhower with equal validity and with the same political 
effect -- none. Many Presidents of the United States were not large-scale employers. 
To Ike's credit it must be added that he made no pretense of being an economist or 
fiscal thought giant. However his conduct during the campaign, his willingness 
to accept advice from the known experts -- even seek it -- gives rise to encouragement. 






































Until the new President presents his first economic message to congress 
it will be impossible to obtain a concrete analysis of his views. However, throughout 
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which sees an inexhaustible Treasury as the bulwark against depression, recession, 

or the necessity of going to work. Infact, his feelings along that line may cause 
him some Capitol Hill trouble. His much-quoted comment that food and shelter can be 
obtained by going to jail will be resurrected to haunt him although it was incidental 
to a miner point in a speech and not intended to speak a basic philosophy. 





























matters. He has had a hand in framing the largest federal expenditures of the past 
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decade and has had to justify them before his superiors in the Pentagon Building and, 
in a few instances, before congress. An intimate, discussing General Eisenhower's 
economic thinking described him as "a cross between the NAM and the CED (Committee 
for Economic Development." That appears to place him in the middle of the road, 


ready to follow either path. er aa 


























Price Stabilizer Tighe E. Woods has announced early suspension of controls on 
apparel and wholesale pork, in deference to the fact that many of these items are 
selling under ceiling levels. These suspension activities have been expected for some 
time and mark the first opening steps in the general area of ending price controls, as 
a whole. On April 30, such controls will end and Price Stabilizer Woods has asked 
that controls be continued in materials in short supply, and in general seems to sup- 
port the theory that it is too early to set the country afloat without secure anchors 
to definite control legislation. Other officials are lukewarm about continuing con- 
trols but think that there should be some sort of stand-by legislation to provide for 
any contingency should such occur as a result of a war threat or similar catastrophe. 
A great deal of lively discussion on this point may be expected when the new Congress 
convenes in January. What will actually happen no one can foretell. 
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- Sao es ——— 
—A Lesson to the U.S.A. 
By V. L. HOROTH 


Ye to profit by the object lesson of Iran 
where the economic situation is visibly deteriorating 
as a result of the shortsighted decision in 1951 to 
nationalize the oil industry and prospects of a com- 
munist putsch are increasing almost daily, another 
free nation recently placed itself deliberately in eco- 
nomic jeopardy through nationalization. The Boliv- 
ian Government of Victor Paz Estenssoro, which 
came into power in April following a bloody revolu- 
tion, announced early this month its decision to go 
through with the nationalization of the country’s tin 
mines. The Bolivian tin mines supply only about 20 
per cent of the world total, but it could play a vital 
role in the United States defense plans, if supplies 
from Indonesia, Malaya, and Siam should be cut off 
. a result of communist aggression in Southeastern 

sia. 

The nationalization involves three groups: The 
Patino, Hochschild, and Aramayo interests, which 
contribute roughly 40, 35, and 6 per cent respectively 
of Bolivian tin exports. Only Patino involves U, S. 
interests which hold about one-fourth of the stock. 
Hochschild is Chilean-Argentine controlled, and 
Aramayo has Bolivian and Swiss capital. The Boliv- 
ian mines, which are far inland and at altitudes often 
above 12,000 feet, are high-cost producers and have 
been losing ground in world markets. Those who 
know Bolivia expect a complete breakdown of opera- 
tions because of lack of discipline and competent 
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management or be- 
cause of “gutting”’— 
mining of the higher 
grade ores only. If a 
complete breakdown 
comes, Bolivia may 
go into a _ tailspin 
which could bring 
even more radical 
groups to the fore. 

Although the Paz 
Estenssoro Govern- 
ment promised “law- 
ful compensation” 
for the tin properties, 
estimated to be worth 
about $60 million, it 
took a leaf from 
Iran’s Mossadegh’s 
book and presented— 
as Iran did to the 
Anglo-Iranians — 
counterclaims for 
“evaded taxes, illegal 
foreign exchange 
deals, and past prof- 
amounting to some $500 million. 


we 


its 
Effects of Iranian Nationalization 


Meanwhile, the Reconstruction Finance Corpora- 
tion is reported to be holding off a long-term con- 
tract for Bolivian tin, awaiting a settlement with 
the companies. Although some tin could probably be 
sold behind the Iron Curtain, by nationalizing with- 
out adequate compensation Bolivia is running a 
chance of losing her regular markets, very much as 
happened to Iran. In the latter case, the free world 
by this time has more than made up the loss of the 
700,000 barrel daily production of south-Persian oil- 
fields by stepping up output in virtually every coun- 
try around the world. 

Except for aviation gasoline, there is actually an 
oversupply of petroleum products in world markets. 
Anglo-Iranian has issued a warning that it will take 
legal action against any concern or individual buying 
the Iranian product. As for tin, annual world output 
is currently 30,000 tons ahead of world consump- 
tion. This is almost precisely the Bolivian tin output 
which was 34,000 tons a year through last May. It 
will not be difficult for traders to pass up Bolivia’s 
product. 

Iran’s inability to sell any oil in the world market 
has had disastrous effects on the country’s economy. 
Some 60,000 Iranians are without jobs and the na- 
tional treasury—which counted on the oil industry 
for more than one-third of its revenues is empty. 
Salaries of government workers and of the Army 
are from one to three months behind. The national 
loan was a fiasco, and foreign exchange resources, 
including the funds deposited with the International 
Monetary Fund, have been spent. The currency, the 
rial, which was around 40 to the dollar at the time 
of the nationalization, was quoted at 75 rials to the 
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dollar in October. Observers in Teheran are of the 
opinion that unless something is done, and the coun- 
try is able to import and to stop the slow but steady 
rise in prices, the communists will take over within 
one year without any opposition whatsoever. It is 
said that the Army is no longer loyal to the Shah, 
and the peasantry is restless despite recent measures 
to divide the land and reduce taxes. 


Reaction Against Colonialism 


Failure to settle the oil nationalization question 
in Iran and now a case of nationalization in, so to 
speak, our own backyard in the Western Hemisphere, 
puts the creditor countries of the free world in a 
difficult position. On one hand, nationaliaztion in a 
country like Boliiva which possesses only inferior 
skills must of necessity lead to chaos and economic 
disaster from which only Moscow can profit. On the 
other, if countries can unilaterally repeal and de- 
stroy agreements without being called to account for 
their actions, the basis for international trust and 
investment will have been destroyed, and the move- 
ment may spread far and wide. Moreover, what 
about the American investor? What will be the 
repercussions on his attitude, particularly at this 
time when he is being asked to expand his invest- 
ments abroad in order to help with the balancing of 
the dollar gap of the rest of the free world with the 
United States? 

The nationalizing-expropriating that we are now 
witnessing reflects primarily a great surge of new 
and highly-conscious nationalism throughout the 
Middle East, South Asia, and parts of Latin Amer- 
ica. It is a reaction against colonialism, and as such 
carries a great deal of xenophobia and also hostility 
toward the capitalist system which it blames, jus- 
tifiably or otherwise, for political, racial, and eco- 
nomic discrimination. As a writer from Teheran 
said, “Premier Mossadegh’s version of past history 
is almost as full of capitalists ghosts and goblins as 
the version that is peddled by Moscow”. However, 
even Mossadegh is a moderate compared with such 
extremists as the terroristic Fadayan Islam which 
places the responsibility for the dismal poverty of 
most of the Iranians, not on the feudal upper classes, 
but on “exploiting” foreigners. 

In Bolivia the M.N.R. (National Revolutionary 
Movement) Party which is now in the saddle and 
responsible for the nationalization, is a typical Latin 
American nationalist party, much of its program 
deriving from the socialists, the fascists, the falan- 





gists, and even the communists. The manifesto of 
the M.N.R. is no worse a jumble of confused ideas 
than is, for example, Argentine peronism, another 
strictly Latin American product. Like Peron, Paz 
Estenssoro leans heavily for his support on factory 
and railway workers and the miners. The “roscas”’, 
members of the former ruling class—a thin layer of 
landowners and high army officers, have been dis- 
persed. The workers have been issued arms and the 
army, which more or less dissolved itself, is being 
reorganized with officers from the working classes. 
The M.N.R. revolution, like that of Peron or of 
Arbenz in Guatemala, has been no mere exchange 
of one army clique for another. A different class 
group is now in power, and the danger is that the 
Paz Estenssoro Government may give way even to 
a more radical element, based on the communist- 
influenced miner unions which are represented in 
the present government by one Juan Lechin, the 
Minister of Mines. 

The Bolivians so far have not acted much differ- 
ently than the Mexicans who in 1938 propriated 
American petroleum properties. Peron, too, is an 
old hand at nationalizing. Argentine railways, com- 
munications, public utilities have all been nation- 
alized as part of the program of “argentinization”. 
But the properties were paid for. The Argentina 
petroleum industry has been operated as a national 
monopoly from almost its very start. 


Possibility of More Nationalization 


Nationalizing in Latin America, the Near East, 
and other “new” countries, in contrast to nationali- 
zation in Europe, stems largely from a nationalistic 
urge to get free from external controls and pres- 
sures which, though most of the time imagined as 
“foreign imperialism” or “foreign monopoly”, nev- 
ertheless play an important role in local politics. 
For this reason this type of nationalization is likely 
to continue. 

In the Middle East, for example, Egypt is said to 
be preparing for nationalization of its rather limited 
petroleum resources. In /raq the Government has 
already used the threat of nationalization of oil to 
obtain higher royalties from its foreign concession- 
aires. The object was to get more money to carry 
out a long-range development of the country. The 
fabulously wealthy King Jbn Saud and the Sheikh 
of Kuwait also may rattle “the nationalization 
boogey” when they learn how to spend their wealth. 
Farther East, India has played with the idea of 

















Bolivia: Economic Indicators and a Short Survey 
Free Rate Foreign Foreign Trade Tin Money Cost of Price 
Bolivianos Assets Exports Imports Shipments Supply Living of tin 
YEAR per $ (mil. $) (000,000 $) (000 1.) (Mil. Bol.) “37 == 100 ¢ per Ib. 
Pe eS woe. 20 7 35 21 25 392 100 54 
1939 ......... eee ‘ . «=4i 6 39 19 27 584 180 50 
_. ae mance owees 60 36 74 51 38 2,539 546 55 
“fe a es 66 33 | 60 33 2,688 633 78 
BN oot Saco ssevsiceade 3 89 34 113 69 37 3,475 667 99 
1949 .......... : ee | | 30 103 78 34 4,083 733 99 
| eS eee 2 ... 100 36 94 56 31 5,383 933 96 
1951 ........ eres , : 190 40 151 79 33 6,633 1,260 | 1.28(c 
1952 ae . 260(a) 43(b) 33(d) 6,87 1(b) 1,353(a) 1.21 
(a)—end of September. (c)—peel $1.83 per Ib. in February, 1951. 
(b)—end of April. (d)—annual rate through May, 1952. 
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nationalizing some of her industries—steel, for ex- 
ample—but, for the time being at least, has dropped 
it. In Burma and Indonesia the chief pressure on 
petroleum companies up to now has been for in- 
creased royalties, but some of the local ultra-nation- 
alist parties are against the exploitation of their oil 
by foreigners. 

In Latin America most of the foreign companies 
that have a dominant control are in danger of being 
nationalized. In Chile the exploitation of nitrate is 
already a national monopoly leased to private com- 
panies. The big copper companies in Chile are not 
in immediate danger but there are many admirers 
of peronism in the political entourage of the new 
President, Sr. Ibanez, and Washington’s reactions to 
the Bolivian nationalization are watched carefully 
in Santiago. However, the Chileans are smart. They 
made a poor job of running their own copper com- 
panies. Besides, they know that they could never 
raise the capital necessary for expanding and 
streamlining their copper production, the way the 
American companies have done since Korea. They 
do not see in nationalization a cure-all for their ills, 
arising from the years of misgovernment, as the 
Bolivians do. In Guatemala the present socialist gov- 
ernment would probably have nationalized the 
United Fruit Company a long time ago if it were 
not for the problem of banana marketing. In Brazil 
the development of petroleum and other mineral 
resources is being held up by the exclusion of for- 
eign capital. In both Chile and Peru oil development 
is reserved to government companies and native 
capital. 


Effect on American Investment 


It is unlikely that Bolivian nationalization will 
end the outflow of American capital to Latin Amer- 
ica any more than did the expropriation of American 
oil companies in Mexico in 1938. Today more Ameri- 
can capital is invested in Mexico than ever before, 
but it is also cooperating and participating with 
Mexican investors more than before. 

Even Bolivia may be a safe place for investment 
in the future, depending, of course, upon the enter- 
prise. Apparently there will be certain segments 
which the individual Latin American republics will 
set aside for themselves: bus transportation, petro- 
leum development, and mining in some countries. 

Many Latin American Republics are on the verge 
of political and social upheaval—a shift of the bal- 
ance of power from one group to another. These 
upheavals may be speeded up by business recessions 
or price declines in principal export commodities— 
changes which would demand drastic deflation (as 
in Brazil) or a re-orientation of present lop-sided 
policies favoring indiscriminate industrialization. 


* * * 


Since this is primarily an article on the lessons of 
nationalization abroad, something ought to be said 
about the state of nationalized industries in Europe 
and Mexico. Suffice it to say that the public owner- 
ship of industry, banks, communications, and public 
utilities in Western Europe is a sad flop which has 
contributed materially to the retreat of socialism 
practically everywhere. The arguments which were 
usually advanced in favor of nationaliaztion, such 
as that the workers would work harder for the com- 
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7 TIN MINES LOCATED IN BOLIVIA 


munity than for the ‘‘wicked’” employer, or that 
there would be fewer strikes, less absenteeism, and 
a general improvement in productivity, have all 
been exploded. As Mr. Geoffrey Growther, editor of 
the London Economist, put it a few years ago: “It 
was all bukum. Keen eyes have thought they de- 
tected, in the first weeks of a new nationalization a 
greater willingness on the part of the employees. 
But if so, it has not lasted beyond the customary 
length of a honeymoon, nor has it been large enough 
to register in any of the statistics.” 

In British coal mines, for example, absenteeism 
has been greater and disputes as frequent as under 
private enterprise. Another of the traditional argu- 
ments in favor of nationalization, that management 
would improve if the company was no longer man- 
aged by those who by chance are its owners, but by 
deliberatedly selected best men, has also been dis- 
proved. The men who direct nationalized industries 
in Great Britain as in France, have been of definitely 
lower caliber than those who worked for the private 
industry—largely because of political log-rolling. In 
France, the nationalized aircraft industry employed 
communists not only in individual factories, but also 
as top administrators. 


Magic of Nationalization Fades 


In France, Great Britain, Sweden, and other 
countries which tried nationalization, the magic of 
public ownership has long faded. It has faded be- 
cause the nationalized industries have piled up one 
deficit after another. Nationalized industries are 
generally high cost producers and as a rule the most 
inflexible in adjusting to outside influences. Even 
the unions are disappointed with the results of na- 
tionalization, and at the last Labor Party Congress 
in Margate, nationaliza- (Please turn to page 264) 
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By HENRY L. BLACKBURN 


SY, common with other major cigarette pro- 
ducers, the R. J. Reynolds Tobacco Co., has only 
recently begun to recover from a period of pros- 
perity which all but ruined the industry. How could 
rapidly rising demand for a product imperil a 
manufacturer’s profits? A clear understanding of 
the industry’s method of operations is essential to 
appreciate the answer to this question. Probably in 
no other industry would such serious financial prob- 
lems be posed by an upsurge in consumer sales. All 
indications suggest, however, that a distinct turn 
for the better has been reached and that a promising 
improvement in earnings is in store for 1953. 

In appraising the prospect for Reynolds, it will 
be necessary to study conditions affecting the indus- 
try and to examine Reynolds’ competitive position. 
It should be said in this connection that certain 
vital production statistics are confidential and that 
comparisons of sales of leading cigarette brands 
are based on trade estimates which are not neces- 
sarily accurate. All leading cigarette companies are 
wary about giving information on the breakdown 
of sales among the several products manufactured. 
Guesses therefore must be based on informal sur- 
veys of dealers in various parts of the country. 


Effective Promotion Program 


In weighing numerous factors which must be 
taken into account in evaluating tobacco stocks one 
is impressed with the favorable position of Reynolds. 
Some of these points may be mentioned here and 
examined in greater detail later. In the first place, 
it seems apparent that Reynolds has done an excel- 
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lent promotion job in hold- 
ing its proportionate share 
of the national cigarette 
market in the face of a 
rapidly rising demand for 
extra-long, or king-size, 
brands. Judged by trade es- 
timates, sales of Reynolds’ 
“Camel” brand have in- 
creased almost as much as 
the average for the indus- 
try, whereas consumption 
of several other popular 
regular sized brands has 
fallen in relation to the in- 
dustry as a whole. Another 
significant factor is the 
benefit that appears to lie 
in store for Reynolds when 
excess profits taxes are 
dropped, for this company 
has felt the impact much 
more seriously than its 
principal competitors. 

Before studying the im- 
portance of brand prefer- 
ences and the importance of 
promotional costs, it may 
be well to see how cigarette 
manufacturing differs from 
other industries. Processing 
is fairly simple, but the raw 
material — leaf tobacco — 
must be stored for a period 
of eighteen months or long- 
er for aging before being 
manufactured into cigar- 
ettes. The leaf tobacco purchased this fall, for 
example, cannot be used before the spring of 1954. 
Vast storage sheds must be provided to care for 
prospective 1954 requirements. Moreover, large sums 
must be provided to finance requirements for two 
or three years’ production. Storage costs, insurance 
and handling charges all must be cared for before 
raw materials can begin to move into consumption 
channels. As cigarettes are manufactured and pack- 
aged, the necessary excise tax stamps must be af- 
fixed. These are purchased (at 8 cents a pack of 
twenty cigarettes) from the Treasury Department. 
Millions of dollars must be invested in excise tax 
stamps while cigarettes are being distributed—first 
to the wholesaler and then to the retailer—before 
taxes are recouped. It is apparent then that costs 
can rise rapidly when a manufacturer is compelled 
to boost his requirements of leaf inventories as well 
as when excise taxes are raised. 


















































Financing Tobacco Inventories 


This condition explains in part the problems en- 
countered during the war and immediately there- 
after when consumption of cigarettes rose rapidly. 
During the war, of course, the Armed Forces had 
first call on output, much of which was shipped 
overseas. Manufacturers were unable to benefit to 
the fullest extent on the boom in civilian sales. More- 
over, profit margins on government business were 
smaller than those obtainable in regular distribution 
channels. As manufacturers endeavored to supply 
the greatly enlarged postwar market it was neces- 
sary to expand inventories of leaf tobacco at an 
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unprecedented rate. 
Larger and larger quanti- 
ties had to be put in stor- 
age each year in prepa- 
ration for the anticipated 
jump in sales two or 
three years in the future. 

To finance purchases 
involved serious banking 
problems. Moreover, the 
greatly increased demand 
at home as well as 
abroad boosted prices of 
tobacco to record heights. 
Inventory risk naturally 
increased. Manufactur- 
ers were compelled to 
raise funds through short 
term credits as well as 
by means of issuance of 
additional bonds and 








than a year ago. 


STATEMENT FOR THE MAGAZINE OF WALL STREET 


By John C. Whitaker, Chairman, R. J. Reynolds Tobacco Company 

“Sales of both Camel Cigarettes and Cavalier Ciga- 
rettes have reached new peaks so far this year. Dollar 
sales for 1952 should be materially higher than sales for 
1951, which were the highest in the Company’s history. 

“While for the three quarters that have elapsed so far 
this year, earnings before taxes on income were appreci- 
ably greater than for the similar period last year, in- 
creased taxes were such that estimated net earnings for 
the nine months’ period were only very slightly better 


“We are hopeful that 1953 will bring about a reduc- 
tion in taxation, particularly through the ending of the 
tax on so-called ‘excess profits’. Any tax which penalizes 
the efficient and aggressive producer, as does the excess 
profits tax, is not only inequitable but also impedes the 
expansion and development of the national economy.” 


cigarette, which has 
proved especially popu- 
lar with the fair sex. 
Thus, if Reynolds should 
decide to market a king- 
size “Camel” brand at a 
premium price, it is esti- 
mated that volume could 
be boosted impressively. 
Reynolds has an extra- 
long cigarette brand on 
the market in “Cavalier” 
but sales have not com- 
pared favorably with 
American Tobacco’s two 
king-size brands — “Pall 
Mall’ and “Herbert Tar- 
eyton.” 

Until the excess profits 
tax is removed, however, 
there would be little in- 




















stocks. All these abnor- 
mal developments cre- 
ated disturbing influences in investment markets 
which had an adverse effect on sentiment toward 
tobacco stocks. 


Sales vs. Net Income 


With this industry picture as a background, it 
may be well now to consider the Reynolds Company 
in particular. It may be observed that sales of $814.2 
million for 1951 almost tripled the pre-war 1937- 
1940 average of about $288 million, while net income 
of $32 million for 1951 was not a great deal larger 
than the average of slightly less than $26 million 
for the years of 1937-1940. This showing was fairly 
typical of the industry, which failed to benefit in 
full from the pronounced rise in consumption stimu- 
lated by the increasing acceptance of cigarette smok- 
ing among women. 

Cigarette smoking among women, 
incidentally, is growing at a rapid 
rate, according to trade surveys. 
This factor could prove important 
for Reynolds, it is believed, because 
this company has placed compara- 
tively little stress on the long 












centive for Reynolds to 
enlarge sales and pre-tax 
earnings. This levy already imposes too heavy a 
penalty on profits. In 1951, for example, income 
taxes took more than $60 million, or about $6 a 
share on the 10 million shares of common and “B” 
stock outstanding. Earnings before taxes amounted 
to $8.92 a share. On the basis of results thus far 
this year, it is estimated that excess profits taxes 
alone may approximate $10 million, or about $1 a 
share on the outstanding stock. Abandonment of 
this wartime levy would hold out hope of boosting 
earnings of Reynolds at least $1 a share annually. 
The benefit might be even greater if there were an 
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One of the amazingly ef- 
fective automatic machines 
used by R. J. Reynolds 
Tobacco Co. in manufactur- 
ing cigarettes; an import- 
ant factor in the company’s 
strength. 
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style. As an example, it is esti- 
mated that king-size cigarettes 
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total ten years ago. Expansion 
in this style has been far ahead 











of the industry’s average year- 
to-year progress. 
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&|  turer’s viewpoint. The trend ap- 
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incentive for management to expand sales 

Possibility of introduction of a premium priced 
popular brand by Reynolds is suggested by the ex- 
perience of Liggett & Myers with its king-size 
“Chesterfield.” Sales of this brand since its intro- 
duction in two or three major metropolitan markets 
have far exceeded expectations, according to trade 
authorities. So far as can be determined, the extra- 
long cigarette has had little or no effect on volume 
of the regular size “Chesterfield.” The premium price 
of one cent a pack has more than compensated for 
increased promotional expense, which was negligible, 
and any loss of volume that may have been experi- 
enced by the smaller pack. 

Indications that the king-size “Chesterfield” 
opened new markets for Liggett & Myers are seen 
in the fact that growth in consumption of the longer 
brands has been most pronounced among women 
smokers. Rapid gains in sales of extra-long cigarettes 
directed attention to the promise of growth in this 


Congress should expire automat- 
ically at the end of April, as now seems likely, it 
would not be surprising if leading tobacco companies 
should raise king-size cigarettes more than regular 
brands. A premium of one-half to one cent a pack 
would seem logical since the extra-long model re- 
quires 21 per cent additional raw material and con- 
sumes additional packaging material. 

There is little doubt in trade circles that moder- 
ately higher prices are in store as soon as price 
controls disappear, for profit margins have been 
narrowed by the increase in leaf costs as well as by 
higher marketing costs. Promotional expense gen- 
erally is related to sales volume, but heavier depend- 
ence on television advertising points to the need for 
appropriation of increased sums for this medium. 
Slight declines in leaf tobacco this year, following the 
generally downtrend in agricultural commodities, 
have been helpful in lowering inventory costs. 

With prospects pointing to gradual expansion in 
consumer demand at the (Please turn to page 261) 








Long Term Operating and Earnings Record 











Net Percent 








Net Operating Operating Income Net Profit Net Div. Earned on 
Sales* Income Margin Taxes Income Margin Per Per Invested 
———Millions)— » 4 ———-(Millions)—-__ % Share Sharet Capital Price Rangey 
1952 (First 6 mos.) $424.0 $ 45.21 10.6%" $ 29.6 $15.5 n.a. $ 1.41 $ 2.003 4012-324 
1951 : 814.2 96.8 22.2 60.0 32.1 7.3% 2.92 2.00 10.1% 36 -31% 
1950 759.8 81.9 20.2 37.7 40.2 o9 3.73 2.00 13.1 39%-32 
1949 : : 746.3 73.8 18.8 28.4 40.4 10.3 3.75 2.00 14.0 397%-34% 
1948 .... 715.8 68.4 18.9 26.3 34.6 9.5 3.26 2.00 12.6 41%4-338 
1947 708.4 62.6 18.0 24.5 32.1 dor 3.04 2.00 13.8 4412-368 
1946 : : 613.1 53.3 18.4 21.3 27.9 9.6 2.62 1.75 12.6 4672-364 
1945 430.9 37.8 17.1 14.8 19.6 8.9 1.85 1.60 9.2 40 -31% 
1944 387.9 34.6 17.0 13.8 17.8 8.7 1.72 1.50 8.7 35%-28 
1943 414.2 38.7 19.4 17.7 18.5 9.2 1.86 1.50 11.6 3214-254 
1942 : 369.2 46.1 26.6 23.8 19.8 11.4 1.99 1.70 12.7 2712-20 
10 Year Average 1942-1951 $595.8 $ 59.4 19.6% $ 26.8 $28.3 9.4% $ 2.67 $ 1.80 11.8% 467-20 





*—Includes revenue stamp expenditure. 
t—Class “B” stock. 
1_Pre-tax income. 


3—Full year. 











2—Pre-tax margin. 


4—To 11/10/1952. 
n.a.—Not available. 
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Low-Priced Stoeks 


We have made a care- 
ful selection of 10 such 
companies, including 
several that have re- 
cently split their stocks 
and others which ap- 
pear to have gone far in 
strengthening their po- 
sitions, all of them ap- 
parently having  ade- 
quate prospects for the 
period ahead. These are, 
however, not presented 


eee Headed. ee as being investments. 


for Higher Levels 


By J. S. WILLIAMS 


 — market developments point to increas- 
ing interest in selected stocks selling within a $15 
to $25 price range, with a few issues slightly below 
this price bracket also coming in for greater 
attention. 

For the most part, stocks in this group have been 
by-passed by investors in the last few years in 
favor of issues representing companies that gained 
prominence because of their rapid and even unprece- 
dented expansion. The reason for the recent turn- 
about in activity in the low-priced stocks is the grow- 
ing realization that a number of these issues 
represent companies of substantial merit, and, at 
the same time, are undervalued. 

Some are currently selling in the low-price range 
because they have been automatically reduced in 
price as a result of recent stock splitups. On the 
basis of earnings and dividend records, however, 
they continue to be quality issues just as they were 
before being splitup. 

Others represent companies that have been going 
through various stages of development but have now 
reached the point where they have welded together 
efficient organizations, have a good foothold in their 
respective fields, and are showing increasing earn- 
ing power. Aside from paying dividends that afford 
a comparatively liberal yield, many of them appear 
to possess satisfactory possibilities of price ap- 
preciation. 
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All of them possess 
some degree of specu- 
lative flavor and should 
be viewed from this as- 
pect. Our comments on 
these selections are set 
forth in the following: 


American Airlines, Inc. 


The company repre- 
sents the nation’s larg- 
est trunk airline. Its 
transcontinentail serv- 
ice, extending from 
New York, reaches both 
Los Angeles and San 
Francisco, touching a 
number of important 
cities enroute. Other 
routes making up its ex- 
tensive network connect 
principal cities along 
the East Coast, from 
Boston to Richmond, 
with the area lying be- 
tween the Miss. River 
and the Great Lakes. 

With allowances made for unfavorable circum- 
stances affecting all air lines in the early 30’s and 
the handicaps imposed by World War II, American 
Airlines has moved forward during the last two 
decades. Its greatest growth, however, has taken 
place in the last four years as the public became 
more airminded, bringing about substantial in- 
creases in both passenger and freight revenue. Last 
year the company flew almost 25% of the total 
revenue passenger miles flown by all of the domestic 
trunk air lines and carried more passengers than 
any other trunk air line in this country or abroad. 
Total operating revenues in that year were $162.9 
million and of this $142 million was derived from 
its passenger business. Net income for 1951 was 
equal to $1.42 a share. Although operating costs 
have risen, indications are that 1952 will show a 
further improvement in net earnings. In the first 
9 months, revenues reached a record level of $138 
million. Net for the common stock amounted to $1.35 
a share, compared with $1.30 in the corresponding 
period of 1951, indicating full 1952 year’s earnings 
at better than three times current annual dividend 
requirements. 

Before the current year is out, the company expects 
to have in operation at least a few of the 25 60-pas- 
senger DC-7s on order with Douglas Aircraft, to be 
paid for largely out of the depreciation account that 
has been accumulating at a rate of $20 million a year. 





237 














Chicago Corporation 


The company has about completed its transition 
from an investment trust to an operating company 
in the oil and gas business. It owns interests in ex- 
tensive producing and potential oil and gas lands, 
chiefly in the Gulf Coast area, together with a 10% 
interest in 1.5 million acres of freehold and 6.8 mil- 
lion acres of government permit lands in Saskatche- 
wan, Canada. 

Motor fuel, kerosene, butane and related products 
account for about 60% of consolidated sales, followed 
by sales of gas, principally under contract to a 
Columbia Gas System subsidiary and the Tennessee 
Gas Transmission Corp. Net income from these 
sources has been improving steadily. For the 9 
months to Sept. 30, last, earnings, exclusive of 
$390,658 profit on sale of security holdings and other 
special gains, amounted to $2.9 million, compared 
with $2.8 million in the like 1951 period, exclusive 
of $843,805 profit on security sales and special gains. 
In the earlier year total net income per share was 
equal to $1.04, compared with 93 cents reported for 
the first three-quarters of this year. 

The outlook is for further gains as exploration 
work on the Gulf Coast properties continues to bring 
in additional producing oil and gas wells. The re- 
vision of the Tennessee Gas Transmission contract 
providing for a price increase effective next Feb- 
ruary will add an estimated $1.3 million to Chicago’s 
gross annual revenues. As of Dec. 31, last, the com- 
pany reported investments in other securities, ad- 
vances, etc., totalling $8.1 million. In addition it 
had over $6 million in cash plus $5.2 million in re- 
ceivables against total current liabilities of $7.1 
million. 


Columbia Gas System 


The company, through its own subsidiaries and 
other public utilities sells natural gas to more than 
2.5 million homes, businesses and industries in the 
mid-Appalachian area lying in the states of Ohio, 
Pennsylvania, West Virginia, New York, Virginia, 
Maryland, Kentucky and the District of Columbia. 

Its history has been one of steady growth. Sales 
amounting to 170 billion cubic feet in 1944, have 
risen in each year to a record 412 billion cubic feet 
in 1951, with still higher sales for 1952, and an 
estimated delivery of over 566 billion cubic feet by 
1956. This growth finds reflection in the expansion 
in gross revenues to $194.9 million for the 12 months 
to June 30, last, compared with $180.7 million in 
the like period of 1950-51. This uptrend in revenues, 
however, is not reflected by accompanying gains in 
net income, that for the June 30, 1952, 12 months 
amounting to 90 cents a share, compared with $1.25 
in the previous year. The explanation is the increase 
in purchased gas, and higher labor and other costs, 
not yet compensated for by higher rates for which 
the operating subsidiaries have applied. 

So far, increases aggregating about $2.5 million 
have been granted, most of which were in June 
of this year. Other tentative adjustments have re- 
sulted in collections of $5 million or more under 
bond, but applications for increases totaling more 
than $9 million have not been acted upon. Until rate 
adjustments are made, the company will continue 
to experience a squeeze on profits, but in the interim 
should be able to maintain earnings close to the 
1952 figure and maintain dividends at the current 
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rate. If the rate increases are granted, the effects on 
the stock would be beneficial. 


Florida Power Corporation 


This utility, operating in one of the most progres- 
sive southern states, supplies electricity to 700,000 
in central Florida and along the west coast from 
the Georgia line to St. Petersburg. A wholly-owned 
subsidiary, Georgia Power & Light serves a popu- 
lation of about 250,000 in south Georgia. The cor- 
poration generates practically all of its power needs, 
the properties of both companies being operated as 
a single system. 

The area is largely agricultural, along with lum- 
bering, fishing, phosphate mining and the tourist 
trade. However, the region is steadily expanding 
industrially to an important degree. As evidence of 
the rapid growth, the company is engaged in a large 
expansion program to add 180,000 k w to capacity 
over the next several years. New plant and installa- 
tion expenditures from 1945 to 1951 amounted to 
approximately $62.7 million. For 1952 alone, ex- 
pansion costs will be stepped up to $28 million. In 
the same 6 year period operating revenues increased 
from $10.4 million to $24.4 million or 140%. 

Included in financing the heavy cost of rapid 
expansion, the company has sold to stockholders over 
660,000 shares of common stock in the years 1948-49 
and 1952. This is an increase of 54% of the 1948 
share capitalization. Much of this newly invested 
capital has not yet been reflected in earning power. 
This enlargement of stock has also tended to tem- 
porarily dilute per share earnings. Net income, 
trending upward with gross revenues, increased 
from $1.6 million to $2.5 million in the 1945-51 span. 
Earnings for this year is estimated at $1.65-$1.75 
per share on the larger number of shares, compared 
with $1.29 in 1951. 

Florida Power, basically, is a sound growing sys- 
tem. Its operations are largely immune to the busi- 
ness cycle. Providing a good yield, with possibilities 
of a near-term dividend-rate increase, the stock is 
one of the more attractive medium-grade utility 
equities. - 


International Tel. & Tel. Corp. 


In the last 10 years I. T. & T., has undergone a 
change from largely an international company buf- 
feted by political strife and other unsettling develop- 
ments abroad to building up its manufacturing 
facilities at home, although not neglecting to develop 
its numerous manufacturing interests in countries 
outside the Iron Curtain. All of this has been ac- 
complished with excellent results. In the last 5 years, 
total sales of its domestic manufacturing subsidiaries 
have more than doubled, increasing from $44 million 
to $90 million. Simultaneously, net income has 
mounted from a deficit of $222,068 in 1947 to a net 
profit of almost $18 million in 1951. 

For the first time in 19 years, the company, in 
December, 1950, paid a dividend on its common stock. 
Since then it has maintained payments at an an- 
nual rate of 80 cents a share, a conservative distribu- 
tion in the face of 1950 per share net of $2.27, 
followed in 1951 by earnings of $2.60 a share, and 
an indicated net of $2.75 for 1952. Several factors 
contribute to this showing. 

In the United States, the continued expansion of 
manufacturing activities was marked by the acqui- 
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Ten Attractive Low-Priced Stocks 
———_———————Post-War Earnings Per Share ———Dividends— Recent Div. Price Range 
"4 1947 1948 1949 1950 1951 Est. 1952-1950 1951 Est. 1952 Price ~—Yield 1951-52 
00 American Airlines $(d).74 $(d).67 $89 «= $1.39 «$1.42 «$1.60 $250 $50) $ 50) 13% = 3.7% = 17-12% 
m Chicago Corp. 2 65 1.36 1.09 95 1.07 1.40 60 60 75 18% 4.0 21-15% 
ad Columbia Gas System ........ 1.36 1.04 84 1.18 1.06 90 FY -90 90 14 6.4 16%8-12'2 
Florida Power Corp. ............ 1.46 1.59 1.57 1.62 1.29 1.70 1.20 1.20 1.20 23% 32 2356-178 
u- International Tel. & Tel... .03 1.07 72 2.27 2.60 2.75 60! 80 18% 4.4 19%-13% 
r- Merck & Co. ............. . 1.22 93 1.49 1.62 1.25 76 77 80 25% 3.1 3934-20 
Ss, Sunray Oil ee. 1.56 3.62 2.81 2.13 2.23 2.30 1.00 1.15 150 19% 7.46 2456-174 
a Sutherland Paper .......... _ 3.43 3.01 2.31 3.83 2.95 2.65 1.30 1.30 1.50 25 6.0 2812-2134 
U. S. Rubber ....... 3.13 2.83 1.87 3.68 4.76 4.25 1.66 2.00 2.00 25% 7.8 2854-17 
York Corp. 2.18 3.00 1.35 1.91 2.47 2.262 50 872 100 18 5.5 21%-11 
- (d)—Deficit. 1_Plus stock. *—Actual. 
ie mene 
of 
re 
y sition in July of last year of the Coolerator Co., Sunray Oil Corporation 
a manufacturers of refrigerators and freezers, and, 
0 in August, of approximately 33% of the common Through a series of acquisitions and mergers, 
al and about 45% of the preferred stocks of the Kellogg Sunray Oil has rounded into an integrated petroleum 
n Switchboard & Supply Co., which manufactures and producer and refiner, with a substantial output of 
d handles telephone equipment and supplies. The lat- natural gas. Producing properties are located mainly 
ter acquisition was followed by all of the business in California, Texas, Oklahoma, Kansas, Arkansas 
d and properties being acquired in March of this year. and Louisiana. It also holds widely diversified in- 
r Improved economic conditions abroad have aided terests in Canada, and at the close of 1951, was 
y the company’s foreign manufacturing companies in participating in exploration and development work 
3 increasing both volume and profit, with remittances on approximately 6 million acres of oil and gas 
1 from these companies continue to steadily improve. leases and drilling rights, its net interest being over 





Through its scientific and research facilities, 
I. T. & T. has been one of the foremost developers 
of electronics and with promise of further progress 
in this field, together with continued expansion in 
present operations, the company appears to have 
good growth possibilities. 


Merck & Company 


This company, the principal producer of cortisone 
and an important manufacturer of vitamins and 
various antibiotics, is also one of the foremost pro- 
ducers of fine chemicals and drugs. Development of 
new products through research has resulted in sub- 
stantial growth which should continue to find re- 
flection in rising earnings and share value over the 
longer-range. 

For the moment, however, this progress appears 
to have been stayed by overproduction by the in- 
dustry of such antibiotics as penicillin and strepto- 
mycin as well as a price cut of 40% in cortisone due 
to competition and the company’s own greater ca- 
pacity. This is evident from the fact that sales for 
the first 9 months of this year of $78.4 million fell 
$11 million under the figure for the same period 
of 1951. Net per share for the 1952 period of 76 
cents, compared with $1.17 a year ago, indicates full 
year earnings of about $1.25 a share, against $1.62 
last year after adjustment for the 3-for-1 splitup in 
the latter part of 1951. 


The company, continuing its broad research pro- 
gram, has recently perfected a process for making 
cortisone synthetically which will be available to it 
in the event that present raw materials become scarce 
or insufficient to meet increasing demand that is 
expected to develop over the years. Current earnings 
are more than adequate to cover indicated annual 
dividend needs of 80 cents a share, assuring main- 
tenance of payments at this rate into 1953. 
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311 thousand acres of oil and gas leases and more 
than 1.1 million acres of crown drilling reservations. 

Earnings have been consistently upward for some 
time, 1951 net being equal to $2.23 a share for the 
common stock. This is likely to be exceeded in 1952, 
as indicated by net per share in the 9 months to 
Sept. 30, last, of $1.73, compared with $1.65 a share 
in the like period of 1951, on slightly less stock 
outstanding. 

The company’s land acquisition program and 
exploration activity are being maintained on a 
high level. At the beginning of November, this year, 
it was drilling 28 wells and had an interest in 15 
wells being drilled by others. In the Red Fish Bay 
field, Texas, Sunray has developed substantial re- 
serves of natural gas and gas-distillates and sales of 
natural gas from this area are scheduled to start in 
December, this year, at favorable prices. Its long- 
term gas sales contracts covering substantial gas 
reserves in South and Gulf Coast Texas will carry a 
higher selling price based on an escalation clause 
which goes into effect in the first quarter of the 
coming year. The company, as of the close of 1951, 
disclosed a strong financial position. Ratio of cur- 
rent assets to current liabilities were better than 
three to one. 


Sutherland Paper 


One of the quality stocks of the paper group, this 
company has had a long record of consistent growth. 
In June, 1951, the stock was split 2 for 1, thus making 
it available to the investment public on a lower price 
level. 

Sutherland manufactures cartons, paper-board 
and paper-board products, containers and other 
paper accessories. Approximately 65% of dollar 
sales consist of custom-built packages sold direct to 
industrial consumers, (Please turn to page 257) 
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Five Stocks With 
Record-Breaking — 
Profits in 1952 


By OUR STAFF 


SY, view of the fact that most corporations, 
so far during the current year, have shown a decline 
in operations and earnings from 1951 levels, it is 
significant that there have been some companies 
which have moved contrary to the trend, and in some 
instances have broken previous records. Along with 
this group, comparatively small in number, there 
has been, of course, a slightly larger group which, 
while not producing any record breaking figures, has 
done fairly well and has maintained good average 
earnings. The companies that stand out, however, are 
those whose earnings, for one reason or another, 
reached record levels in the first nine months of the 
current year. 

To bring our readers’ attention to those companies 
which have been preeminently successful in 1952, we 
have made a special analysis of the earnings of those 
which have had a better-than-average record and 
from the list have selected five issues which have 
given the most outstanding performance as reflected 
in per share earnings. 

Our criterion has been the earnings record of the 
companies over the last five years as that has been a 
significant period for practically all American busi- 
ness. The five companies we have selected are: 

Boeing Airplane Co., whose 1952 record earnings 
stem from the tremendous volume of production 
as a result of the nation’s effort to expand its air 
power and which is likely to keep the company at 
its current high level of operations possibly beyond 
1954; Chicago, Rock Island & Pacific Ry., which as a 
result of reorganization appears to be demonstrating 
its inherent earning power ; Cleveland Electric [llum- 
inating, a highly efficient utility whose earnings 
should continue to grow; Household Finance Corp., 
one of the leaders in the essential small loan business 
that is showing continuous growth, and Imperial Oil, 
Ltd., Canada’s leading oil company which is keeping 
pace with the development of that country. 

In view of the consistent advance in earnings of 
these companies and considering the fact that their 
dividends are amply covered, we believe that it is 
only a question of time before dividends are increased 
and that these issues will prove satisfactory holdings 
for those who are looking for long-term capital gains. 
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BOEING AIRPLANE CO. 


BUSINESS: Stands foremost in the development and production of military 
and commercial aircraft, specializing in the large bomber type of military 
ships and civilian stratocruisers. Is also now manufacturing the Boeing de- 
signed gas turbine for military applications but which has many other 
possible uses. 


OUTLOOK: Showing progressively higher net income in each of the first 
three quarters of the current year, Boeing for the first 9 months, on sales 
and other income of $529.4 million, showed net of $10.1 million, the equiv- 
alent of $6.26 a share on its capital stock, compared with $2.50 a share 
in the same period of last year. Sales revenue and other income in the 
latter period amounted to $235.8 million which by comparison with results 
so far in 1952 indicate that the company, after much preliminary work on 
its B-47 Stratojets and other new military planes, has hit a production 
stride that promises to produce still greater earnings in the final quarter of 
this year, with the accelerated momentum extending well into 1953. As of 
Sept. 30, last, its backlog of orders, principally for the military stood at 
$1,464 million. A significant event in the company’s history took place in 
April of this year with the initial flight of the prototype 8-jet, swept-wing, 
B-52 bomber, demonstrating this to be an outstanding new plane which 
should provide a substantial amount of additional business for several 
years to come. At the same time, additional orders have been received for 
the C-97 multipurpose cargo and tanker plane and present contracts call 
for increased production over the next several years. In addition to aircraft 
operations and the production of the Boeing gas turbine, the company is 
developing guided missles, civilian jet airliners, and under contract with 
the Air Force is studying the application of nuclear power plants to 
aircraft. 


DIVIDENDS: Cash payments of $1.50 semi-annually paid in recent years. 
In May, 1952, paid 50% in stock. Recent $2 declaration indicates annual 
rate of $2.67 a share. 


MARKET ACTION: Recent price of 36, compares with a 1951-52 price 
range (adjusted) of High—39, Low—26. At current price the yield is 7.4%. 


COMPARATIVE BALANCE SHEET ITEMS 
Feel 31 


1951 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 42,117 $ 21,901 —$ 20,216 
Receivables, Net 23,122 33,957 + 10,835 
Costs chargeable to U. S. 47,589 86,793 + 39,204 
Inventories 594 6,315 + 1,721 
Prepayments 747 +. 747 
TOTAL CURRENT ASSETS 117,422 149,713 + 32,291 
Net Property 5,301 11,526 + 6,225 
Investments , 284 010 — 274 
Other Assets 3,207 379 — 2,828 
Emergency plant expend. 10,305 — 10,305 
TOTAL ASSETS $136,519 $161,628 -+$ 25,109 
LIABILITIES 
Notes & Accounts Payable $ 16,567 $ 62,130 +$ 45,563 
Accruals 7,060 17,331 + 10,271 
Income Tax Reserve 10,109 13,701 + 3,592 
Due U. S. Gov 8,372 } 8,372 
Prov. for refunds 42,495 1,200 — 41,295 
Other current liabilities 21,750 1,100 — 20,650 
TOTAL CURRENT LIABILITIES 97,981 103,834 + 5,853 
Bank Loan—emerg. plant facil. 9,407 — 9,407 
Reserves 7,810 — 7,810 
Capital Stock 5,412 5,412 
Surplus 15,909 52,382 + 36,473 
TOTAL LIABILITIES : $136,519 $161,628 +$ 25,109 
WORKING CAPITAL $ 19,441 $ 45,879 +$ 26,438 
CURRENT RATIO 1.2 1.4 £. 2 
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1941 1943 1944 | 1945 1946 | 1947 1948 1949 1951 
ce eee ae 3.99 |4.20 | 4.27 1.05 | 2.71 | 6.67 | 4,40 
- | .668| 1.338| 1 33@1 “eee | 668 | .668 | .66@| 1.33§| 2.00 | 2.00 
12.1 | 19.4 [ 19.4 | 27.5] 45.6 [| 43.6 | 39.3 | 38.2 [ 40.2 | 45.9 | 45.8 
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THE CHICAGO, ROCK ISLAND & PACIFIC RY. CO. 


CLEVELAND ELECTRIC ILLUMINATING COMPANY 


ry 
ry BUSINESS: Directly operated lines of about 7,916 miles, comprise a system | BUSINESS: Generating virtually all of its electric energy requirements, this 
e- extending into or through 14 states west of Chicago, an area embracing large public utility supplies electricity in Cleveland, Ohio, and adjoining 
er the great winter wheat and grain belts, as well as important agricultural territory covering about 1,700 square miles, and containing well diversified 
and industrial territories. industrial activities. Also supplies steam to Cleveland’s downtown business 
st OUTLOOK: Reporting, after funds, net earnings of $8.62 a share for the nena : 
as common stock in the first 9 months of 1952, Rock Island is evidently well QUTLOOK: Operating results for the 12 months to July 31, of this year, 
v on its way to establishing another record year with common share earnings clearly show that Cleveland Electric Iluminating will a establish a 
re of between $13 and $14 a share likely. It is possible that this estimate "°” high in common shares earnings for 1952, continuing the uptrend 
e could prove conservative. Since emerging from reorgenization ,completed in marking the last 11 _—— of operations. Per share earnings for the 1951- 
ts the latter part of 1947, which gave this 100 year old road a new birth, 52 period of $3.95, the highest on record, compare with $3.68 for the full 
in yearly earnings have been in excess of $9 a share for the common stock 1951 ) Aaah and represent an almost steady yearly climb from $2.15 a share 
n with one exception, that being 1951, when devastating floods damaged realized in 1952. This achievement has been attained by the area’s unpre- 
yf its property to the extent of $4 million and deprived the company of cedented industrial expansion, at a rate greater than the national average, 
yf $9.4 million in revenues. But, even so, earnings on the common stock in and especially significant because of the diversification including substantial 
it that year were equal to $7.73 a share. While higher freight rates, granted chemical and steel making facilities. These industrial gains account, in 
n in May of this year will, it is estimated, add about $7.5 million to 1952 Part, for the growth in gross revenues from $37.3 million in 1942, to $80.7 
I, revenues, Rock Island’s earning power is based on its substantial freight million in the 12 months to July 31, last. Constantly rising demand for 
h haulage made up of such diversified products as wheat, iron and steel, electric energy from both industrial and domestic users made it imperative 
i lumber, refined petroleum products, bituminous coal, corn and other agri- for the company to embark upon a broad expansion program, bringing 
r cultural products and a broad list of other items .Another important factor Property and plant Fv“ iatag as of June 30, 1952, up to $301.3 million, 
1 is the rehabilitation of the system and the dieselization of hauling equip- 9" 'ncrease in the last 10/2 years of $141 million. Additional generating 
t ment which by 1953 is expected to be fully dieselized. This development, ‘@Pacity to go into operation next year consist of two 125,000-kw. units at 
5 along with other physical improvements, should pull operating ratio to the Eastlake plant. These will be followed by a third unit of the same size 
, below the 4-year average of 73.68, compared with an average of 77.35 i” 1954, with a turbo-generator of 200,000-kw. scheduled for service in 
) for all Class | roads, over the same period. The company has no near- 1956. Necessary financing already accomplished and that planned will 





coming due 
and it 


term debt maturity other than equipment trust obligations, 
annually, which are about offset by depreciation allowances, 
well situated as to working capital. 


is 
DIVIDENDS: Annual rate of $3 a share, inaugurated in 1948, was in- 


creased to $3.35 in 1951 and again increased to $4 for 1952. 


MARKET ACTION: Recent price of 68, compares with a 1951-52 price 
rang e of High—69%%, Low—437%. At current price the yield is 5.8%. 
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naturally create charges which for the time being, will dilute common 
share earnings, which should improve substantially as new facilities come 
into operation. 

DIVIDENDS: The company’s record of dividend payments extend over 51 
years. Quarterly distributions of 65 cents a share were made in 1952. 


MARKET ACTION: Recent price of 522, compares with a 1951-52 price 
range of High—56%6, Low—42'4. At current price the yield is 4.9%. 


COMPARATIVE BALANCE SHEET ITEMS 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 July 31 
> December 31 1942 1952 Change 
) 1948 1951 Change ASSETS (000 omitted) 
ASSETS (000 omitted) Cash & Marketable Securities $ 11,126 $ 18,877 L$ 7, ~ 
, Cash & Marketable Securities $ 50,459 $ 28,169 $ 22,290 Receivables, Net 3,649 4.353 + 704 
Receivables, Net 5,967 15,048 9,081 Materials & Supplies 3,556 16,037 12,481 
Materials & Supplies 15,516 17,474 4 1,958 Other current assets 107 107 
Other Current Assets 3 6,480 + 3,103 TOTAL CURRENT ASSETS 18,438 39,267 + 20,829 
! TOTAL CURRENT ASSETS 75,319 67,171 —- 8,148 Property & Plant 165,293 305,574 - 140,281 
Road & Equipment 570,869 624,536 +- 53,667 Other Assets 3,717 1,412 — 2,305 
| Acquisition adjustment (er)115,603 (cr)117,465 + 1,862 TOTAL ASSETS $187,448 $346,253 4-$158,805 
Accrued Deprec. & Amort. (er)?41,830 (er)151,591 H 9,761 
Investments 17,084 18,210 ++ 1,126 LIABILITIES 
Other Assets 5,285 7,735 i 2,450 Accounts payable & accru. $ 2,220 $ 7,713 +$ 5,493 
TOTAL ASSETS $411,124 $448,596 +$ 37,472 Tax Reserve 8,414 13,389 4,975 
Other current liabilities 268 901 633 
LIABILITIES TOTAL CURRENT LIABILITIES 10,902 22,003 11,101 
TOTAL CURRENT LIABILITIES $ 45,853 $ 39,843 —$ 6,010 Other Liabilties 1,933 449 1,484 
Deferred Liabilities 603 669 066 Reserves 1,564 4,445 2,881 
Unadjusted Credits 4,940 3,280 — 1,660 Reserve for Deprec. 40,625 82,330 + 41,705 
Long Term Debt ... PLL 96,221 + 19,070 Long Term Debt 50,000 120,000 t. 70,000 
Preferred Stock 70,538 70,399 -- 139 Preferred Stock 25,499 25,499 
Common Stock . 140,935 140,883 - 052 Common Stock 40,871 56,446 + 15,575 
Surplus 1,1 97,301 {+ 26,197 Surplus 16,054 35,081 + 19,027 
TOTAL LIABILITIES $411,124 $448,596 +-$ 37,472 TOTAL LIABILITIES $187,448 $346,253 $158,805 
WORKING CAPITAL $ 29,466 $ 27,328 —$ 2,138 WORKING CAPITAL $ 7,536 $ 17,264 +$ 9,72 
CURRENT RATIO 1.6 1.7 + a CURRENT RATIO 1.7 1.8 a a 
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HOUSEHOLD FINANCE CORPORATION IMPERIAL OIL, LIMITED 
BUSINESS: With its subsidiaries, Household Finance is one of the largest BUSINESS: This company, in which Standard Oil Co. of N. J., has a con- 


organizations operating under the small loan laws of the various states. 
It has 429 branch offices located in 29 states and through a Canadian 
subsidiary, maintains 144 offices in 10 Canadian Provinces. The company 
also owns controlling interest in the Peoples Industrial Bank of N. Y., 
a non-consolidated sybsidiary, 


OUTLOOK: in reporting net earnings of $3.75 a share for its common stock 
in the first 9 months of 1952, the company continues to establish new 
records in volume of business and earnings. For the full 12 months of 1951, 
loans made by its organization totaled $526.9 million, resulting in net 
profit of $4.25 a share. On the basis of results for the 9 months to 
Sept. 30, last, indications are that both of these figures will be surpassed 
in 1952 by a good margin, net per share probably going over $4.75 a 
share, with the upward trend continuing into 1953. Although it is in 
competition with others engaged in the small loan field, the company has 
not only been able to command an increasing share of the business, but 
has consistently expanded its network of branch offices. An explanation 
for this growth may be found in the fact that the total amount of consumer 
installment loans in the United States is higher than at any time in the 
past. This can be accounted for by the increased population and the more 
complex economy under which the rank and file of American wage-earners 
are living. In relation to personal income, however, the amount of install- 
ment loans is not more than before World War Il. A factor in the expan- 
sion of consumer installment loans is the increasing recognition of the 
advantages of such credit. Corroboration of this is evinced by the steady 
growth in the company’s volume, measured by individual loans, increasing 
from 1.1 million in 1946 to 1.8 million in 1951. At the same time the 
average size of loans has increased from $199 in the earlier year to 
$281 in 1951, and as of Sept. 30, last, receivables held amounted to $323 
million, contrasting with $80 million at the end of 1941. 


DIVIDENDS: Payments on present common stock made without interruption 
since 1937. Stock split 3-for-1 in 1945; 10% in stock paid in 1949. Current 
cash dividend at annual rate of $2.50 a share. 


MARKET ACTION: Recent price of 4512, compares with a 1951-52 price 
range of High—49, Low—30'%. At current price the yield is 5.4%. 


COMPARATIVE BALANCE SHEET ITEMS 


trolling interest, is Canada’s largest producer of petroleum and its prod- 
ucts. It operates refineries, pipe lines and other facilities, and holds 
approximately 25 million acres of land in Western Canada in lease, 
reservation and option form. 


OUTLOOK: Two figures in Imperial Oil’s income account for the 9 months 
to Sept. 30, last, stand with prominence and significance. These are net 
income of $31.4 million and per share earnings of $1.05. The first figure 
shows a gain of $5.8 million over net income in the same period of last 
year, and the second figure a gain over the 85 cents a share reported a 
year ago. The significance is that they indicate a trend in the affairs of 
the company based on the rising demand from the industrial and civilian 
population of the country for refined petroleum products, the increased 
strength of the Canadian dollar, and the greatly strengthened position 
of the company as a producer, refiner and distributor of petroleum and 
its products. In Western Canada, the company’s net production of crude 
rose to apporximately 20 million barrels, an increase of 69% over 1950, 
enabling its Sarnia refinery to operate without the aid of foreign crudes. 
This development has been accompanied by the extension of pipe line 
systems to the West Coast, and creation of a new division to build and 
operate a products pipe line from Sarnia to the London-Hamilton-Toronto 
marketing area, which made its first delivery to the Toronto market early 
in November of this year. In addition, a new refinery at Winnipeg, with 
a 12,000 barrel daily capacity went into operation in the latter part of 
June, last. Meanwhile, Imperial is pushing exploration and development 
work at numerous points in the Alberta and other districts, 1951 expendi- 
tures for this purpose amounting to $40.5 million. It has opened up or 
expanded large natural gas pools, the most important appears to be the 
Colinville pool where the discovery well had an open-flow of 7% million 
cubic feet per day. 


DIVIDENDS: The company has an unbroken dividend record extending 
back to 1914. Current cash payments are at the rate of 40 cents a share 
semi-annually. 

MARKET ACTION: Recent price of 3334, compares with a 1951-52 price 
range of High—415%, Low—257%. At current price the yield is 2.3%. 


COMPARATIVE BALANCE SHEET ITEMS 
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Dec. 31 Sept. 30 
1942 1952 Change 

ASSETS (000 omitted) 

Cash & Marketable Secur. $ 5,087 $ 27,843 +$ 22,756 
Notes Receivable 65,420 295,190 + 229,770 
Office Equipment 612 3,169 + 2,557 
Invest. in affiliates 1,682 + 1,682 
Other Assets 083 1,414 -+ 1,331 
TOTAL ASSETS $ 71,202 $329,298 4-$258,096 
LIABILITIES 

Notes Payable $ 2,018 $ 84,102 +$ 82,084 
Accruals 1,091 3,052 -t 1,962 
Tax Reserve 4,256 16,180 + 11,924 
Other Liabilities 017 057 + 040 
Reserves 865 7,453 + 6,588 
Long Term Debt 13,320 130,000 + 116,680 
Preferred Stock ....... 8,000 19,738 + 738 
Common Stock 18,063 33,211 + 15,148 
Surplus 13,572 35,505 + 21,933 
TOTAL LIABILITIES $ 71,202 $329,298 +$258,096 
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1951 Change 
ASSETS (000 omitted) 
Cash & Marketable Sec. $ 18,450 $106,142 +$ 87,692 
a Net 32,887 56,446 + 23,559 
Inventorie: 36,182 108,333 + 72,151 
TOTAL CURRENT ASSETS 87,519 270,921 -++ 183,402 
Net Property 44,827 209,593 + 164,766 
Investments 50,030 12,097 — 37,933 
Other Assets 5,014 10,657 + 5,643 
TOTAL ASSETS $187,390 $503,268 +$315,878 
LIABILITIES 
Long Term Debt—curr. $ 1,971 +$ 1,971 
Accounts Payable ... $ 17,231 35,780 + 18,549 
Reserve for ong 5,810 17,515 + 11,705 
Owed to subsid. 3,895 — 3,895 
TOTAL CURRENT LIABILITIES 26,936 55,266 + 28,328 
Reserves a 28,458 27,129 == 1,329 
Long Term Debt 55,809 + 55,809 
Common Stock 77,975 160,724 + 82,749 
Surplus es : 54,021 204,340 + 150,319 
TOTAL LIABILITIES .... $187,390 $503,268 +$315,878 
WORKING CAPITAL $ 60,583 $215,655 +$155,072 
CURRENT RATIO 3.2 4.9 + 7 
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Capitalizing 
Stock Losses 
To Avoid Taxes 


By RICHARD COLSTON 


§, the October 18 issue, we presented a com- 
prehensive review of 1952 income tax provisions 
affecting security transactions. In this article, we 
are covering the problems in the acceptance of 
losses in order to enable our readers to obtain the 
greatest possible advantage in tax savings. 

The establishment of security losses to effect tax 
savings may be profitable, if the investor observes 
common-sense principles in the disposition of his 
securities. Most investors, unfortunately, attempt to 
save on taxes indiscriminately with the result that 
frequently more is lost in the blind attempt to cut 
taxes than is gained in the specific amount saved. 

It is true that under the 1952 tax law both long- 
term gains and long-term losses can be computed 
at 100% of gross income, which is double the amount 
allowed on long-term losses under the former law, so 
that the acceptance of long-term losses is now worth 
twice as much as formerly. Nevertheless, even with 
this greater advantage now available, the investor 
must make sure that he is not unnecessarily sacri- 
ficing an issue that may eventually regain most, if 
not all, of its former value; for if he does so he will 
obviously have made an unprofitable move. 


The Necessary Steps 


The individual investor must, first, be guided by 
his own financial circumstances. He must calculate 
his own gross income, including capital and short- 
term gains. Based on the tax he must pay on this 
combined amount, he can then determine the sav- 
ings that can be effected through the acceptance of 
losses, if any. Assuming that he has determined 
the maximum tax he can save through the accept- 
ance of losses, his next step is to decide which of 
the individual stocks he holds should be sold for the 
purpose; whether he should reinvest these funds, 
and in which specific issues they should be reinvested. 

In passing, it should be said that if the investor 
is in doubt as to his tax status, he should obtain 
professional advice. However, this should not be 
confused with the specific problems of selling or 
purchasing individual securities. This requires an 
approach of an entirely different kind. It is worth 
emphasizing this point so that the investor clearly 
separates the two problems in order that he may 
hold them both in proper focus. 

Assuming that he is in possession of the technical 
information required in handling his taxes, or can 
secure Such advice through competent professional 
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assistance, he should 
concentrate entirely 
on the problem of 
which security or 
securities he should 
sell on the specific 
basis of their actual 
and prospective in- 
vestment position. 
In plain words, he 
should decide 
whether the _ stock, 
among those issues in his portfolio on which sub- 
stantial losses have accrued, is worth holding or 
should be sold. This must remain the chief basis 
of determining how to capitalize on losses. 

In the accompanying table, we list 30 stocks (this 
is a typical group of stocks on which tax losses may 
be established) which have suffered severe declines 
since 1945-46, a period witnessing the high-water 
mark for hundreds of different stocks. On face, the 
acceptance of losses on all these stocks could provide 
satisfactory tax savings. Yet, upon analysis, some 
of these issues should not be sold on the basis of 
their ascertainable prospects, whereas others seem- 
ingly “have no future” and their retention con- 
sequently seems to offer dubious prospects of re- 
couping the loss involved. 

For the convenience of our readers, we have clas- 
sified the stocks listed in the table according to 
whether they should be held or sold. The two columns 
of figures that are (Please turn to page 254) 




















30 Stocks with Substantial Declines Since 1945-6 
Percent Earn’gs 
Approx. Change _ Estimated Margin 
High Approx. from 1952 Indicated Over 
Price Recent 1945-46 Net Per Dividend Div. 
1945-46 Price High Share 1952 » 4 
Air Reduction H 59 25 57% $2.30 $1.40 50% 
Allegheny Lud. Steel H... 61 35 42 2.75 2.00 37 
American Locomotive X. 44 18 59 3.40 1.50 136 
American Woolen X 7O 24 65 (d) 3 
Bayuk Cigar X i 31. 10 67 70 60 16 
Best & Co. H 52 26 50 3.00 2.00 50 
Bohn Alum & Brass H 52 te 6 1.65 .671 123 
Bond Stores X 48 12 75 1.50 1.00 50 
Bristol-Myers H 70 24 65 2.50 160 56 
Central Foundry X 17 6 64 75 553 36 
Cluett Peabody X 60 25 58 233 2.00 37 
Continental Motors H 24 9 62 1.65 60 137 
Evans Products X 33 10 69 2.00 25> 700 
Firth Carpet H 28 #10 64 50 403 25 
General Cigar X 40 18 55 1.60 1.00 60 
Gimbel Bros. H 55 15 73 1.75 1.00 75 
Gotham Hosiery X 43 7 83 (d) 3 
Heyden Chemical X 45 15 66 75 87123 16 
Holland Furnace X 40 20 £450 225 2.00 12 
Lake Shore Mines H 23 8 65 .30 303 
Liquid Carbonic X 41 17 +58 1.60 140 14 
Mack Trucks H 38 #13 #65 1.50 1.00 50 
Mead Johnson H 37 13 64 1.00 .60 66 
Newport Industries X.. 45 13 71 1.25 75° 66 
Pennsylvania R.R. H a WW & 2.75 1.00 175 
Spiegel, Inc. X 39 7 80 65 303 116 
Standard Brands X........ 55 26 52 2.60 1.70 53 
Twin Coach X 26 9 65 1.65 3 
United Air Lines H 62 28 54 3.90 1.50 160 
Wayne Pump X 47 12 74 .60 3 
(d)—Deficit. 1_Dividend action postponed. 2_Plus stock. 
3—Dividend reduced or discontinued. H—Hold. 
X—Uncertain prospects: losses on these issues acceptable for tax 
purposes. 
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Dynamic 
Utilities 
By STANLEY DEVLIN 


S$, is not often that public utility company 
stocks can be classed as dynamic. Generally, they 
represent companies marked by slow, steady growth. 
However, due to special circumstances, there are two 
public utility companies, among others, which pos- 
sess unusual possibilities. One of these is Gulf States 
Utilities Co., operating in those sections of the Gulf 
States which are rapidly growing in industrial ac- 
tivity. The other is Montana-Dakota Utilities Co., 
which stands a good chance to benefit from the pos- 
sibilities inherent in the development of the new 
Williston Oil Basin. We herewith describe the impor- 
tant characteristics of each of these companies: 


Gulf States Utilities Co. 


Stretching from Baton Rouge in Louisiana, past 
Beaumont and Port Arthur, Texas, lies an area com- 
prising approximately 28,000 square miles serviced 
by Gulf States Utilities, primarily with electric en- 
ergy, sales of which are augmented by distribution 
of steam, natural gas and water. 

This territory is one of the fastest growing in 
the United States. This may be accounted for by the 
fact that it is favored by a number of major eco- 
nomic factors, including an even year-round climate, 
growing water transportation, and the availability 
of large supplies of oil, natural gas, sulphur, salt and 
other natural resources. 

The production, refining and distribution of oil 
and the production of synthetic rubber and other 
chemicals are also expanding in the area. The chemi- 
cal industry, depending so largely on the availability 
of abundant supplies of oil and natural gas, has been 
greatly magnified and now ranks as one of the most 
important in the company’s area. Aside from its 
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importance industrially, the territory ranks high in 
the production of rice, cotton, and sugar cane and in 
the products of cattle and lumber. 

To keep pace with the increase in volume of its 
business and to improve the ratio of generating 
capacity to maximum load, the company has been 
engaged since 1946 in a substantial construction pro- 
gram in the rapidly growing area served. Within 
that time it has expended about $145 million on ad- 
ditions and improvements, with an additional $32 
million expenditure believed necessary in 1953, and 
$21 million more likely to be expended in 1954. 


Rising Peak Electric Load 


The rate of growth in the company’s electric busi- 
ness is best illustrated by the fact that in the five 
years to the close of 1951, the peak load has increased 
from 203,538 kilowatts in 1946 to 439,800 kilowatts 
in 1951, and is estimated will increase to 506,000 











Gulf States Utilities Co. 
10 Year Earnings and Dividend Record 








Gross Operating Net Dividends 
Revenues Income Income Net Per Per 
—-—-—(Millions) ———- Share} Share 
1952 (12 mos. ended 9/30) $36.1 $9.4 $7.0 $1.82 $1.20! 
1951 32.8 8.1 5.9 1.61 1.20 
1950 28.6 7 A 6.0 1.85 1.20 
1949 25.0 6.6 5.5 1.91 1.20 
1948 22.7 55 4.6 ef 1.05 
1947 19.5 4.8 3.9 175 85 
1946 16.8 4.4 3.4 1.54 79 
1945 17.9 3.7 2.6 1.08 76 
1944 yates 17.4 3.5 a2 .86 62 
1943 , 15.3 3.4 2.1 81 58 
1942 ee ‘ 12.5 2.9 ied 59 44 





+—Including reclassification of common stock in 1947. 
1_Estimated full year dividend. 





Recent Price: 2614 
Yield: 4.5% 
Price Range, 1951-52 to 11/6: 2634-20 
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kilowatts in 1954. It has gained on an average otf 
13,870 new electric customers in each year. 

Its gas business, largely in and around the City 
of Baton Rouge, also has shown substantial growth, 
increasing 89.1% in the five years and four months 
to the end of April this year, while in the same period 
water business and the revenues therefrom have also 
grown substantially, due principally to the increased 
population at Lake Charles, La., and Orange, Texas, 
the new naval installations, and the greater number 
of industrial plants in those cities. 


Industrial Growth of Territory 


The rapid growth of the company’s entire territory 
is, perhaps, more clearly depicted by the 55.5% 
increase in residential customers, and the 37.5% 
gain in commercial customers from 1946 to April 
of this year. The latter group, made up of some of 
our largest national corporations, include Pure Oil 
Co., Atlantic Refining Co., and Cities Service Refin- 
ing Co., all of which operate refineries in the area. 
Companies taking electric energy from Gulf States 
Utilities for pipe line pumping are, among others, 
the Solvay Process Co., Sun Oil Co., Shell Pipe Line 
Corp., Gulf Refining Co., Texas Pipe Line Co., Mag- 
nolia Pipe Line Co. and Texas Eastern Transmission 
Corp. 

Other large customers are the Jefferson Chemical 
Co., Mathieson Chemical Corp., and the Rubber Re- 
serve Co. At Baton Rouge, the company operates a 
specially designed steam-electric plant to furnish 
process steam and electric energy principally to the 
Ethyl Corp., and Esso Standard Oil Co. Under con- 
tracts which run to Dec. 31, 1961 in the case of Ethy] 
Corp., and to May 1, 1960 with Esso Standard, Gulf 
States furnishes electric energy up to an aggregate 
contract maximum demand of 124,200 kilowatts and 
process steam to 1,890,000 pounds per hour. Tenative 
agreements provide for raising these figures to 
160,800 kilowatts and 2,875,000 pounds of steam per 
hour and additional equipment has been ordered to 
provide for the increases. The company also supplies 
steam and electric energy to the U. 8. Rubber Co. 


Increased Gas and Electric Sales 


Reflecting growth in population and the influx of 
industrial companies into the company’s territory, 
gross revenues increased from $16.8 million for 1946 
to $32.8 million for 1951, or almost 100°. Net in- 
come has kept pace, mounting from $3.4 million in 
the year to $5.9 million in 1951, the latter figure 
being equal to $1.61 a share on the common stock. 
This record figure for net income will be broken in 
the current year. Operating revenues in the 12 
months to Sept. 30, last, of $36.1 million surpassed 
the previous 12 month’s figure by $4.3 million. This 
produced net income of close to $7 million, represent- 
ing a gain of more than $1 million over the same 
period a year ago. Notwithstanding the new financ- 
ing carried out in connection with its expansion pro- 
gram which naturally diluted per common share 
earnings, net per share in the 1951-52 period was 
equal to $1.82. 

Such earnings provide a satisfactory margin of 
safety for the current $1.20 a share annual dividend 
rate on the common stock which has been maintained 
consistently since 1949. There seems to be a good 
possibility that this rate will be raised before much 
time has elapsed. Higher electric rates throughout 
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the Texas territory, most of which went into effect 
last May, are expected to increase electric operating 
revenues by more than 15% within the area. Similar 
rate increases are being sought in the Louisiana ter- 
ritory but these have been denied by the P.S.C., 
there and an appeal has been taken to the State’s 
Supreme Court. 

Higher Louisiana electric rates would, of course, 
find reflection in net income, but such a prospect is 
not the highlight in Gulf State Utilities’ situation. 
What does stand out is the diversification of agri- 
cultural and industrial activity in its broad territory 
and the rapidity with which the area is growing, 
giving the company somewhat unusual growth 
possibilities. 


Montana-Dakota Utilities Co. 


Within the western half of North Dakota, the 
eastern quarter of Montana, and the northwestern 
section of South Dakota, lies an area of close to 
60,000 square miles, practically all of which Mon- 
tana-Dakota Utilities Co., serves with gas, mostly 
natural, and electricity. 

As a public utility the company’s growth has been 
at the steady pace that characterizes most of its 
contemporaries, but perhaps a little faster than 
some. This is borne out by its record during the last 
five full years to the end of 1951. In that time na- 
tural gas sales have risen from 15,228 million to 
21,111 million cubic feet, and electric sales, measured 
in kwh., of 236.6 million in 1951, more than doubled 
1947 sales of 127.7 million kwh. 

During this five-year period total operating rev- 
enues expanded from $10.2 million in 1947 to $16.8 
million last vear, or, roughly, 45%, most of which 
was recorded in the 1949-51 years, the latter 12 
months period being marked by a jump of 15 mil- 
lion kwh. in electric sales. 

This sharp increase was brought about by oil dis- 
coveries in the territory served by the company 
which opened up what is now known as the Williston 
Basin, considered to be a southeasterly extension of 
the Alberta Basin of Canada. At last reports, ap- 
proximately 35 wells have been drilled or were in 
various stages of completion in the Williston Basin 
with oi] discoveries (Please turn to page 254) 
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Montana-Dakota Utilities Co. 
10 Year Earnings and Dividend Record | 
Gross Operating Net Dividends 
Revenues Income Income Net Per Per } 
—————(Millions) ————_ Share Share| 
1952 (First 9 months) $13.2 no. $19 $ 54 §$ 90! 
1951 16.7 $2.4 1.5 73 8742 | 
1950 14.3 2.6 2.0 1.55 .80 
1949 12.6 2.3 1.7 1.25 80 | 
1948 11.0 2.0 1.6 1.18 80 } 
1947 98 18 417 ~~ 1.39 70 | 
1946 87 18 116 1.27 60 | 
1945 6.7 1.1 Co 49 45 
1944 59 1.3 8 .60 50 
1943 5.6 1.4 1.1 1.07 40 
1942 a 1.5 1.1 1.09 .40 
!_Estimated full year dividend. 
n.a.—not available. 
Recent Price: 2234 
Yield: 4.0% 
Price Range, 1951-52 to 11/6; 287%-1114 | 
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Mixed 


So far as positive “trend indi- 
cations” go, this is still a bull 
market. At this writing, the re- 
covery from the October 22 low 
of the industrial average, most 
of it concentrated just before and 
just after the election, has run for 
a little more than three weeks; 
while that of the rail average 
from its September 15 low has 
been maintained for two months. 
If it should shortly be followed 
by a decline of both averages 
under the lows cited, that would 
be a_ bear-market “signal’’. It 
would be more “authoritative”, 
however, if the recovery of the 
industrial average first becomes 
more definitely of intermediate 
character, rather than minor, by 
running for at least a couple of 
weeks longer and bettering the 
intraday high recorded on the day 
after election, which it has not 
yet done. Actually, it has long 
been more of a selective trading- 
swing market than a major-trend 
market; and that it will continue 
so, at least over the medium-term, 
is a reasonable premise to go on. 
The current performance is highly 
mixed, with about as many indi- 
vidual stocks making new highs 
each day as are falling to new 
lows; and with buyers increas- 
ingly interested in “special-situa- 
tion” stocks in line for possible 
earnings gains via increasing 
company volumes, expected relief 
from price control, hoped-for re- 
lief from the excess profits tax or 
some combination thereof. 
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Groups 

Stock groups showing especial 
strength at this writing include 
utilities, automobiles, electrical 
equipments, cigarette stocks and 
food brands. Groups which re- 
main fairly close to lows made on 
the August-October sell-off in- 
clude agricultural implements, 
amusements, business machines, 
coal mining, construction, depart- 
ment stores, mail order stocks, 
rail equipments sugar, and tex- 
tiles. 


Defensive 

A “defensive” stock is a stock 
in which you will not be as badly 
hurt, if there is a serious market 
decline, as you would be in more 
speculative issues, Defensive 
stocks are not stable in market 
behavior. They are merely less 
unstable than other types. In a 
bear market, because of its gen- 
eral “psychological pull’, they 








generally decline more than do 
their earnings and dividends. But 
the latter determine real values in 
the long run. Defensive stocks are 
necessarily stocks of well estab- 
lishe companies which have good 
dividend records and which are 
engaged in essential and relatively 
stable lines of business. They are, 
of course, devoid of any specula- 
tive allure; and growth potentials, 
if any, are moderate rather than 
dynamic. Their primary function 
in investment portfolios is to pro- 
vide good income return with 
below-average risk of capital. You 
are less likely to get “hung up” 
in defensive stocks for long pe- 
riods of time than in cyclical-type 
equities because (1) around bull- 
market highs they are less ex- 
tremely advanced than the gen- 
eral run of stocks; (2) they de- 
cline less than average in bear 
markets; (3) their intrinsic val- 
ues assure recovery in due time; 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Bangor & Aroostook R. R. .. soi 
Ecko Products Co. . 


St. Louis-San Francisco Rwy. 


Illinois Central R. R. ee ee ee mn : 


Penick & Ford Ltd. 


Colgate-Palmolive-Peet nae 


Davison Chemical Co. 
Cincinnati Milling Mach. 


Radio Corp. of America 


Westinghouse Electric ...........................5- 


1952 1951 

. 9 mos. Sept. 30 $4.18 $2.32 
. Sept. 30 Quar. 84 39 
. 9 mos. Sept. 30 3.68 2.03 
9 mos. Sept. 30 11.92 6.85 

. Sept. 30 Quar. 74 -52 
Sept. 30 Quar. 1.35 -08 
Sept. 28 Quar. -86 57 
16 weeks Oct. 4 2.68 1.26 

. Sept. 30 Quar. -42 13 
Sept. 30 Quar. 1.07 -69 


THE MAGAZINE OF WALL STREET 


























and (4) in buying them there is 
less chance for misjudgment in 
making individual selections than 
in buying run-of-the-mill stocks, 
a large percentage of which re- 
mained, throughout the 1949-1952 
bull market, well under highs 
reached in earlier bull markets. 
For the reasons cited, defensive 
stocks should make up a substan- 
tial portion of any typical invest- 
ment portfolio at all times; and 
the proportion of funds in them 
should be increased at times when 
(1) the market is in generally 
high ground and (2) the business 
cycle appears to be in a top area. 
This is such a time. 


Selections 

Here is a partial list, with cur- 
rent yields, of good-grade defen- 
sive stocks: American Telephone 
5.8%, Beneficial Loan 5.9%, Bos- 
ton Edison 5.8%, Commonwealth 
Edison 5.4%, General Shoe 6.4%, 
Household Finance 5.6%, S. S. 
Kresge 5.6%, National Biscuit 
5.9%, National Dairy Products 
5.8%, and Woolworth 5.8%. 


LPG 


The projected annual rate of 
domestic growth in consumption 
of oil products is around 3%, 
which means that the rate of 
earnings growth is moderate and 
that any substantial future boost 
in earnings hinges on higher sell- 
ing prices. In their prior rise, 
oil stocks generally outran the 
earnings trend, which is why they 
sold off sharply. They could de- 
cline further if threatened over- 
production and softness in oil- 
product prices develop. In con- 
trast, the projected demand trend 
for liquefied petroleum gas, which 
oil-men call LPG for short, and 
for natural gasoline—both derived 
from natural gas—is upward at a 
rate at least several times that of 
oil products. Annual uses of LPG 


are broadening, and the problem 
of seasonal variations in demand 
is being met via enlarged storage 
facilities, both above ground and 
underground. Warren Petroleum, 
doing over $100 million of busi- 
ness a year, is one of the larger 
makers and distributors of LPG 
and natural gasoline. Sales have 
increased over ten-fold since 1941, 
share earnings nearly nine-fold. 
Net was $4.80 a share last year 
(fiscal year ended June 30, 1952), 
and will probably be higher in the 
current year. Dividends are on a 
conservative $1.20 basis. Around 
31, the stock is relatively less ad- 
vanced than the oil group; and 
earnings might well double over 
a three-to-five year stretch. This 
issue should amply reward the 
patient holder. Whether it will do 
much of anything either way over 
the short term, or medium term, 
is problematical. 


Cigarettes 

It is taken for granted that the 
Republican election victory means 
the junking of Federal price con- 
trols effective not later than next 
April 30. The cigarette makers, 
long squeezed by inequitably low 
ceiling prices, figure to be clear- 
cut and substantial beneficiaries, 
which is why these stocks have 
already had a good rally. How- 
ever, it leaves them, as this is 
written, about 20% under their 
average (1935-1939) pre-war 
level. Cigarette stocks are unlikely 
fully to regain their earlier in- 
vestment status, because sales- 
growth rates have been tending 
to flatten out and obligations 
senior to the common stocks have 
been increased in most cases, as 
compared with pre-war. Neverthe- 
less, their potential for a further 
recovery should be substantial. A 
coming boost of at least 25 cents 
per thousand cigarettes in manu- 
facturers’ selling prices would 








DECREASES SHOWN IN RECENT EARNINGS REPORTS 


Felt & Tarrant Mfg. Co. 
Inland Steel 

Pittsburgh Coke & Chemical 
Republic Steel Corp. 
Wheeling Steel 


Commercial Solvents ......... Paid 


Jones & Laughlin Steel 
Studebaker Corp. 


American Cyanamid 


Owens-Illinois Glass 
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1952 1951 

9 mos. Sept. 30 $ .62 $2.51 
Sept. 30 Quar. 97 1.58 
Sept. 30 Quar. -40 -97 
. Sept. 30 Quar. 81 2.05 
Sept. 30 Quar. -28 2.02 
Sept. 30 Quar. 11 51 
Sept. 30 Quar. -08 1.25 
Sept. 30 Quar. -21 -50 
9 mos. Sept. 30 2.02 3.74 
12 mos. Sept. 30 4.44 7.09 











seem to be a reasonable expecta- 
tion. Had that been in effect for 
1952, estimated net of American 
Tobacco for this year would be 
over $7 a share against $4.50 on 
present selling prices, Liggett & 
Myers around $7.50 against 
slightly over $5, Lorillard around 
$3.40 against roughly $2, Philip 
Morris (year ending March 31, 
1953) around $6.50 against about 
$4.15, and Reynolds Tobacco (see 
elsewhere in this issue) around 
$4.50 against something like $3. 


Tax Selling 

Whether it is worth while for 
an investor to take any profits or 
losses between now and the year- 
end for tax-adjustment purposes 
is entirely a matter of individual 
position and detailed calculations. 
However, the following guiding 
principles can be suggested: (1) 
Do not let tax considerations out- 
weigh sound investment judg- 
ment; (2) if appraisal indicates 
that a stock is over-priced, take 
your profit and be content to pay 
the tax; (3) if you have a loss on 
a stock which is an inferior hold- 
ing anyway, with the odds against 
material recovery, take your loss, 
use it to reduce tax liability and 
switch into a better-grade issue. 
If the tax question nudges you in- 
to a careful review of your hold- 
ings, that is a good thing. Not 
wishing to acknowledge misjudg- 
ment, even to themselves, too 
many investors “get married” to 
their losses. The objective should 
be both portfolio improvement 
and tax savings, with the latter 
the less important of the two. 


Why Wait? 

Speaking of “getting married” 
to losses, the earnings and stocks 
of motion picture producing com- 
panies have been in a major down- 
trend since 1946, or for seven 
years. A significant recovery is 
not in sight, nor is the basis for 
one foreseeable. We have repeat- 
edly said here and repeat that in 
holding these stocks there is prob- 
ably little to gain, if anything; 
and that there could be more to 
lose. They are among the most 
logical candidates for tax selling. 


Another 

Rail equipment stocks lagged 
throughout the major rise from 
the market’s 1949 low, and at this 
writing are close to their 1952 
low. On average, however, they 
sold about 25% under the present 
level at the 1949 low, about 44% 

(Please turn to page 262) 
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By E 
Retailers, now making their preparations for the “official” 
opening of the Christmas shopping season, are viewing with 
perplexity and no inconsiderable concern the slump in retail 
sales during the past few 
weeks. Encouraged by the 
improvement in sales volume 
during the late Summer and 
early Fall and by the re- 
ported increases in consumer 
income, retailers have made 
plans—which means forward 
bal purchases—for the best 
Christmas shopping season 
Co on record. Numerous fore- 
= casts have been made that 
this year’s holiday sales vol- 
YEAR ume will exceed last year by 
aco five percent or more. 











BUSINESS ACTIVITY 


PER CAPITA BASIS 
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Now, looking at the cash 
register totals of the past 
few weeks and the compara- 
tive drop in customers, re- 
tailers are beginning to en- 
tertain a vague suspicion 
ol that they may have overesti- 
mated the potentialities of 
the Christmas shopping sea- 
son. In this connection, it 
may be noted that we indi- 
cated in this column several 
tea weeks ago (October 4) that 
retailers would do very well 
indeed if they equaled last 
year’s volume, let alone ex- 
4 ceed it. The fewer number 
of shopping days alone be- 
tween Thanksgiving and 
Christmas this year as com- 
pared with last was a warn- 
ing signal. 
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Business men other than 
retailers are as much per- 
plexed and concerned over 
the slump in sales. It ap- 
pears to be nationwide, 
with the weather for once 
not a factor. Very definitely, 
consumer resistance has 
mounted whereas our orig- 

{ inal belief was that con- 


sumer resistance would hold 
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sales volume down to around last year’s levels. In some 
quarters, loose talk during the election campaign—with the 
Democrats forecasting depression if the Republicans won and 
with the Republicans implying lower prices if they won—is 
said to be influencing consumers to defer purchases, and a 
number of instances of this misguided thinking are circulating 
among retailers. 

During October, department store sales were 6 percent 
larger than last year and at a new record high for that 
month. November sales comparisons, however, have been 
distinctly unfavorable, indicating that the total for the month, 
when all the returns are in, will be about 5 percent under 
last year. Department store sales registered a little more than 
the usual seasonal rise during November, 1951, making it a 
hard month to beat. If sales drop to the extent now indica- 
ted, the Federal Reserve Board index of department store 
sales for November will be approximately 107 (average 
1947-49 equals 100, adjusted for seasonal variation) as against 
115 in October and 113 in November last year. 

Four years ago, following the national election, department 
store sales slumped in November after having made an 
unusually good showing in October. December sales showed 
no improvement, after correction for seasonal variations. The 
November sales drop in 1948 was one of the first signals of 
the oncoming 1949 recession in general business activity. 
While the recent unfavorable sales comparisons should not 
be construed as indicating that a recession is close at hand, 
they do signify that it is time to do a little stocktaking on the 
business situation. 

There is now evidence, for one thing, that a fair portion 
of the rise in manufacturing output since last Summer is 
going into inventory rather than moving to consumers. That 
is only to be expected in the various consumers’ durables, 
since production was crippled by the steel strike while, in the 
meantime, floor stocks were stripped bare in numerous in- 
stances. But, it is pertinent to note that production has been 
ourunning retail demand in soft goods as well. Retail apparel 
sales, after the usual seasonal corrections, are no longer than 
during the early part of this year while production is con- 
siderably higher. This isn’t something that can continue 
indefinitely. 

Consumer savings, in a declining phase during the first 
half of this year, now are rising. The gains in income accom- 
panying the rise in industrial production are being largely, 
if not entirely, saved rather than spent. Consumer expendi- 
tures have not shown the rise that customarily goes along 
with mounting production and employment. Consumer psy- 
chology is difficult to fathom, but it does appear that people 
are beginning to become concerned, along with business 
men generally, over the outlook in the months ahead and 
are laying up against a possible “rainy day.” 
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The Business Analyst 





MONEY & CREDIT—The policies that the new Administra- 
tion will pursue in the financial field and their effect on the 
money market have been subjects of intensive analysis in the 
financial district. Some observers are expecting pretty massive 
cuts in the budet for the next fiscal year in line with implied 
campaign promises. Others contend that with some $109 
billion of Congressional appropriations not yet spent on Sep- 
tember 30 of this year, budget cuts would have little near-term 
significance. Rather, they feel that defense commitments 
already made or planned will force a continued rise in Govern- 
ment outlays for another year at least. 

The Treasury meanwhile intends to hand over a full ex- 
chequer to the incoming Secretary. It has just raised $2 billion 
by sale of 210-day tax-anticipation bills and will have to pay 
a 1.846% rate to the lenders of the funds. This is higher than 
the 1.72% cost of the October 3 offer of $21 billion of simi- 
lar bills. The money just borrowed added to the general fund 
balance which stood at $5.6 billion on November 13 and the 
heavy tax receipts in the first half of next year will carry the 
Government until late next summer without the necessity of 
raising any addiional new money until that time. However, 
the new Secretary will be faced by some large problems in 
the form of upcoming maturities starting with the $8.87 bil- 
lion of 1%% certificates that fall due on February 15. There 
is general expectation that a more conservative approach to 
Government financing will be taken, with the main emphasis 
on borrowing money from the public rather than the banks 
even if this means paying higher interest charges. Although 
the resolution is a good one the question remains whether 
a rise in interest rates would in fact induce private investors 
to switch their money to Federal obligations. After all, as 
long as the rise in yields remains moderate, private borrowers 
in need of money would in all probability continue to top the 
rate that the Government is willing to pay. 

The demand for loans by business has been above seasonal 
expectations of late and the banks have had to turn increas- 
ingly to the Federal Reserve to supplement their inadequate 
reserves which have been drained by withdrawals of Treasury 
funds and the expansion of currency in circulation. As a result 
the banks hiked their borrowing from the Federal to $1,667 
million on November 5, the highest in 31 years and there has 
not been much reduction since then. If increased reliance on 
rediscounting leads to the danger of an over-expansion of 
loans the Federal always has the weapon of an increased 
rediscount rate at hand. At present the Central Bank authori- 
ties are understood to feel that the current loan rise has not 
reached excessive proportions. 
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TRADE—Retail trade seems to have lost momentum during 
the first half of November with intense interest in the election 
diverting the attention of consumers early in the month. The 
week ending Wednesday November 12 showed some rebound 
with Dun & Bradstreet, Inc. estimating sales at some 2% better 
than a year ago. Falling temperatures spurred buying of 
heavy apparel while price reduction stimulated sales of men’s 
wear. interest in household goods continued markedly better 
than last year and good demand for television sets reflected 
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the affect of new stations to be opened. 

Department store sales dipped in the election week ending 
Saturday, November 8 to a point 8% below the correspond- 
ing week of 1951 with the New York district making the worst 
showing with a 13% decline. 


———_——_——_Qo—_______- 


INDUSTRY—Industrial production continues to expand and 
for the week ending November 8 the MWS Business Activity 
Index which is adjusted for population growth stood at 
189.5% of the 1935-1939 average as against 188.4 two weeks 
earlier. Car loadings, electric power output and steel produc- 
tion all were higher during the period while coal output has 
spurted sharply since October 25 as the result of the miners 
return to work pending a decision by the Wage Stabilization 
Board on the industry-union wage rise agreement. 
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COMMODITIES—Average primary market prices, as meas- 
ured by the Bureau of Labor Statistics price index, held steady 


(Please turn to the following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Menth Month Ago Herbor* 
MILITARY EXPENDITURES—$b (e) Oct. 4.1 4.2 3.3 1.55 | in the week ending November 11 after 
Cumulative from mid-1940 Oct. 476.0 471.9 428.0 13.8 | setting a new low for the year the previous 
FEDERAL GROSS DEBT—$b Nov. 12 264.9 2649 257.9 55.2 | Week at 110.0% of the 1947-1949 aver- 
age. In the latest week farm products lost 
MONEY SUPPLY—$b 0.4%, largely as a result of lower prices 
Demand Deposits—94 Centers___— | Nov. 5 53.1 me = 26.1 | for fruits, cows, hogs and raw cotton. 
Currency in Circulati Nov. 12 20.9 a0.7 wot 10.7 | Processed foods gained 0.7% as meats 
BANK DEBITS rebounded from their sharp decline of re- 
New York City—$b Nov. 5 11.8 12.2 9.1 4.26 | cent weeks. The index of all commodities 
93 Other Centers—$b Nov. 5 16.1 16.2 15.5 7.60 ad = ~ products and _ _ 
p : 102 unchanged with price increases for hides, 
crema ca ei , ~ : 66 rubber, lead and inedible oils balanced out 
Salaries and Wages came: 54 52 51 23 by declines for wool tops, burlap and some 
iste sei Sept - 21 21 10 manufactured animal feeds. 
Transfer Pay ts. Sept. 13 13 12 3 . s 
(INCOME FROM AGRICULTURE) Sept. 21 20 21 10 CONSTRUCTION ACTIVITY continued 
high during October and was valued at 
POPULATION—m (e) (cb) Sept. 157.5 157.2 154.8 = 133.8 | $3.0 billion. This is $100 million below 
Non-Institutional, Age 14 & Over | Sept. 109.9 109.8 109.0 101.8 | September construction spending, a less 
Civilian Labor Force Sept. 63.7 64.0 63.2 55.6 | than seasonal decline, the Bureau of La- 
ployed Sept. 1.4 1.6 sa 3.8 | bor Statistics has reported. The good show- 
Employed - Sept. 62.3 62.4 61.6 51.8 | ing for October was mainly due to private 
In Agriculture Sept. 75 78 sai 8.0 | residential building which just about 
Non-Farm Sept. maa S54 shape 43.8 | matched September activity. With new 
At Work Sept. 39.7 = ge 43.2 | construction spending in October 5.5% 
Weekly Hours Sept. “ ngd pond 42.0 | above that of a year earlier, this was the 
Man-Hours Weekly—b Sept. wun vate _ 1-82 | fifth consecutive month in which dollar out- 
San: Shnatumescas Sins Sept. 476 47.1 47.0 37.5 | lays were 5% or more above year-ago 
id can. 67 6.6 6.5 4.8 | totals. Private construction at $1,982 mil- 
i Sept. 13.2 12.9 13.1 W7 lion in October was 3.9% above a year 
Weekly Hours. Sept. 41.1 40.6 40.6 40.4 | earlier with residential building up 8.0% 
Hourly Wage (cents) Sept. 1693 1670 1613-773: | and non-residential down 0.7%. Industrial 
Weekly Wage ($) aie, 69.58 67.80 65.49 21.33 | Building dropped 7.3% while commercial 
Nout 1100 «Wo 1126 928 | showed @ 2.9% gain with telephone ond 
, . . . : 3% aai 
mc a ac —_ Sept. 211.1 211.8 207.4 = 116.2 | telegraph building up 11.4% from last 
, year but railroads spending 10.0% less. 
COST OF LIVING (Ib3) Sept. sitesi 186.6 100.2 | Public construction had an 8.9% gain 
Food Sept. 320 335 275 M31 | over last year with installation of military 
Clothing Sept. 202.3 201.1 209.0 113-8 | and naval facilities up 24.3%. 
Rent Sept. 142.4 142.3 137.5 107.8 * * * 
MANUFACTURERS’ SHIPMENTS OF 
RETAIL TRADE—$b** 
nen _ 140 +134 «+130 +~©47_: | PASSENGER TIRE CASINGS amounted 
ile dail Sept. 48 42 44 1.1 | to 6,665,655 units in September, virtually 
ite alate ia Sept. 9.2 9.2 86 3.6 | unchanged from the month before, accord- 
Dep't Store Sales (mrb) Sept. 0.80 0.86 0.81 0.34 | ing to data compiled by the Rubber Manu- 
Retail Sales Credit, End Mo. (rb2)__ | Sept. 12.2 12.0 11.0 5.5 | facturers Association, Inc. PRODUCTION 
of 6,197,048 casings in September was 
. 9 9 
we Grdere~Sb fol) Tarek Sept 19° 10.4— «10.3 7.1 9 : preggo mene 
Durable Goods . September shipments this year exceeding 
Nen-Durable Geods a 1260 121 11375 _| output, INVENTORIES in the hands of 
Shipments—$b (cd)—Total** Sept. 23.4 219 20.9 8.3 | manufacturers at the end of the month fell 
Senile eck: aon. “4 6 "7 41 | 6.3% to 7,296,715 casings from 7,785,069 
senMienide. neds Sept. 12.0 5 11.2 4.2 | a month earlier. On September 30, 1951 
pains Geaaias, Ga tae.** there were only 3,604,798 casings in stock. 
Tetal—$b (cd) Sept. 70.7 70.2 71.3 28.6 : 
Meiiafiatied Sept. 43.2 43.1 42.1 16.4 CASH DIVIDEND PAYMENTS in Octo- 
Waalansiors! Sept. 99 99 10.5 4.1 | ber came to $523 million, down 2% from 
Manon Sept. 176 17.2 18.8 3.1 | year ago, the Commerce Department has 
oie tied tens Lint. 24 23 25 11 announced. The dividend decline was cen- 
tered in manufacturing with changes in 
BUSINESS ACTIVITY—1—pc Nov. 8 198.5 189.2 184.8 141.8 | payment dates a significant factor. For 
(M. W. S.)—1—np. Nov. 8 229.0 225.3 215.7 146.5 | the first ten months of this year dividend 
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Latest Previous Pre- 
Dates Menth« Menth «= Ages Harbor® ~=« PRESENT POSITION AND OUTLOOK 
IMDUSTRIAL PROD.—1 np (rb)** Sept. 225 214 218 174 payments aggregated $6,286 million, up 
Mining Sept. 174- 157- 167 133 3% from the corresponding period of 
Durable Goods Mfr. Sept. 285 266 271 220 1951. The largest year-to-year gain was 
Non-Durable Goods Mfr. Sept. 194 191 192 151 in the oil refining industry where payments 
ecesuiainiaiatiaacaidiieel ane 939 on poms 933 rose by $93 million or 15%. A minor de- 
: : cline in chemical industry payments re- 
Misc. Freight Nov. 8 398 420 382 379 A d dividend ae b 
pong it Nov. 8 75 75 73 156 ected dividend omission by one company 
: bent 53 57 53 3 while all other chemical corporation had a 
Grain ar . 
2% rise in payments in the first ten months. 
ELEC. POWER Output (Kw.H.) m Nov. 8 7,807 7,753 7,396 3,267 rie ging _ textile and leather firms 
fell by $27 million or 18% with about 
SOFT COAL, Prod. (st) m _— = son gs = one-fifth of the reporting textile firms pass- 
Spent Gans Su'4 Nov. 8 392.5 382.3 457.6 44.6 |, ate . pe , 
ing or omitting their regular dividends this 
Socks, End Me ~_ 7 _— _ - year. In the non-manufacturing sector divi- 
PETROLEUM—(bbls.) m dend payments rose 5% with mining com- 
Crude Output, Daily Nov. 8 6.6 6.5 6.2 4.1 | pany disbursements up 13% and railroads 
Gasoline Stocks Nov. 8 121 121 120 86 increasing their payments by 2%. 
Fuel Oil Stocks Nov. 8 54 53 49 94 = na 5 
Heating Off Stocks a A Ma = September shipments of FABRICATED 
LUMBER, Prod.—(bd. ff.) m Nov. 8 636 679 621 632 STRUCTURAL STEEL amounted to 226,458 
Stocks, End Mo. (bd. ft.) b Sept. 8.5 8.4 79 12.6 | tons, a slight increase from the month be- 
fore ,the American Institute of Steel Con- 
STEEL INGOT PROD. (st) m Oct. 9.8 9.1 9.1 7.0 |struction has reported. NEW ORDERS 
Cumulative from Jan. 1 Oct. 74.0 64.2 87.5 747 |were received during the month of Septem- 
ENGINEERING CONSTRUCTION ber for 204,754 tons, a drop of 21% from 
AWARDS—$m (en) Nov. 13 412 196 313 94 the previous month, but some 9% better 
iain: tae Nov. 13 14,309 13,898 12,434 5,692 than for the corresponding 1951 period. 
: With shipments somewhat above new 
MISCELLANEOUS orders, the backlog of orders fell to 
Paperboard, New Orders (st)t Nov. 8 372 226 175 165 2,342,374 tons at the end of September 
Cigarettes, Domestic Sales—b_____| Sept. 35 36 31 17 from 2,363,487 tons a month earlier. On 
Do., Cigars—m Sept. 527 485. 491 543 September 30, 1951, unfilled orders on the 
Wo., Manufactured Tobacco (Ibs.)m_| Sept. 19 19 20 28 books amounted to 2,580,345 tons. 











b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. !—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long tons. m—Millions. mpt—At mills, 
publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population grewth. 
pe—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousends. 
*—1941; November, or week ended December 6. **—Seasonally adjusted. 4/6 |'* | 75# =" - 
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1952 1952 
seit ne — UM Cll 1 Ee High low Nov.7 Nov. 14 
Issues (1925 Cl.—100) High low Nov.7 Nov. 14 | 100 HIGH PRICED STOCKS 129.1 119.2 124.0 123.7 
330 COMBINED AVERAGE 202.1 190.7 195.7 195.3 100 LOW PRICED STOCKS 241.5 225.2 229.4 228.7 
4 Agricultural Implements.......... 295.8 243.6 246.6 243.6 5 Investment Trusts ............... 109.8 97.9 103.8 103.8 
10 Aircraft (‘27 Cl.—100) 343.4 278.2 334.5 337.4 3 Liquor ‘27 Cl.—100) 1146.9 843.0 899.2 899.2 
7 Air Lines (‘34 Cl.—100) 777.8 601.1 624.8 601.1 11 Machinery . PACS EEN Der 218.7 197.9 214.5 216.6 
8 Amusement .................... 102.7 77.1 78.1 78.1 3 Mail Order . SRE 130.6 113.8 116.4 115.1 
10 Automobile Accessories ee 251.2 232.2 251.2 248.8 3 Meat Packing: ........:.........:..<: 100.2 75.7 80.6 82.5 
UT FC Ce NCNM casio cosescasiscdsckcccev's 44.2 40.2 43.8 43.8 13 Metals, Miscellaneous .......... 307.4 237.8 243.6 243.6 
3 Baking (‘26 Cl.—100).......... 22.9 20.8 22.7 22.9A Mee TENN oosecices acces Satee nse 443.7 395.3 415.5 423.6 
3 Business Machines ......... Koel ee 358.5 362.5 358.5 29 Petroleum .......... 485.1 420.1 441.8 424.4 
2 Bus Lines (‘26 Cl.—100).... 182.2 141.6 Wt.7 170.2 30 Public Utilities . ; 183.7 162.51 180.4 183.7A 
Gi Chamlcols e8.cee: 418.0 3564 368.6 364.5 9 Radio & TV (’27 Cl.—100) 37.0 31.1 35.8 36.7 
3 (Coal Mining: <....i.....«....:-s. 16.0 13:3 13.6 13.3 8 Railroad Equipment 64.3 56.1 57.3 57.3 
4 Communications ................... 68.3 61.7 63.0 62.3 24 Railroads .... = ¥ 49.4 41.3 46.6 46.2 
9 Construction 72.3 64.8 66.8 66.8 on ee ee ree 48.5 38.2 48.1 47.4 
7 Containers . 4906 442.8 452.3 457.1 3 Shipbuilding 213.9 181.0 213.9 212.1 
9 Copper & Brass ................... 169.5 138.8 146.9 148.5 3 Soft Drinks 330.5 301.2 307.5 307.5 
2 Daley Predeete «4. .ccé.c6ccc cies. 90.5 83.2 84.9 87.3 Te Se Ge RN oo ooo cncaes eas 154.8 130.8 136.8 135.3 
5 Department Stores ................ 66.0 58.8 59.4 58.8Z EI og ooh oe cates ; 73.1 58.9 60.4 59.6 
6 Drugs & Toilet Articles............ 233.1 205.9 212.7 210.5 ae I ois taeccctsacuacadaads 616.3 530.4 557.7 552.3 
2 Finance Companies ........ eed 394.3 308.1 384.8 391.1 MIEN ocd boson caeaeties 197.4 148.5 152.4 148.5Z 
TF FGOe ERNE ei kodevésccdssvesoncactess 185.6 ES 185.6 185.6 S Vises G& Rubee ........:..<06005:.... 76.7 66.9 73.2 75.3 
DRCOG AOEME ii. ccdevciscsscncessssoes 108.6 97.4 104.5 105.6 i I oooh acpi necsciscccceecs 88.3 78.6 86.7 88.3A 
SS RUPMIBANINGE, cecSéscesccsesccssessscsees 69.2 59.3 67.4 69.2A 2 Variety Stores .................0.. . sae 294.8 301.0 301.0 
CR ee 736.4 648.3 667.2 648.3 18 Unclassified (‘49 Cl.—100) 119.7 112.7 112.7 115.1 

A—New High for 1952. Z—New Low for 1952. 
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| Trend of Commodities 





The two weeks ending November 17 saw a continuation of 
the lackadaisical movement of commodity futures which has 
characterized the market since mid-October. Of twenty com- 
modities in which there is active futures trading, nine closed 
higher on November 17 than they had been two weeks earlier, 
six were lower, while five showed no definite trend. Higher 
prices were recorded for corn, rye, soybeans, hides, rubber, 
lead, tin, zinc, and soybean oil, lower prices were reached 
| by cotton, wool and wool tops, cocoa, world sugar and cotton- 
| seed oil. Wheat was mixed during the period with the May 

option unchanged at 24634. The prevalence of dry weather 
caused a run-up to a new high for the season at 249% but 
a late set-back followed on reports of rain. The drought in 
the winter wheat belt is still serious with some areas reporting 
damage beyond repair but prices have been kept within 





bounds by this year’s big $1.3 billion bushel harvest. How- 
ever, over 312 million bushels of 1952 crop wheat have 
poured into the Government loans through October 15 and in 
addition the Commodity Credit Corporation owns some 142 
million bushels. It is probable that substantial amounts of 
wheat will continue to be placed in the loan and the total 
owned or supported by the Government may approach the 
prospective carryover which, it has been estimated, will 
amount to 553 million bushels on July 1, 1953. Such a develop- 
ment would be conducive to a sustained price rise. Coincident 
with the Crop Reporting Board raising its cotton crop forecast 
by 492,000 bales, cotton futures dipped sharply. The Decem- 
ber option finished with a 178 point loss in the last two weeks 
to close at 34.75. This price is six cents under the season’s 
high but is still more than two cents above loan equivalents. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 

Date 2 Wks. 3Mos. 1 Yr. Dec. 6 

Nov.17 Ago Ago Ago 1941 

280.7 280.8 293.3 326.8 156.9 

282.7 280.6 283.8 329.0 157.3 

1 299.8 280.9 2997 325.1 156.6 


28 Basic Commodities 
11 Imported Commodities 
17 Domestic Commodities 





COMMODITY FUTURES INDEX 


AUG. SEPT. OCT, Noy, 
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OMMODITIES INDEX 





14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1952 1951 1950 1945 1941 1939 1938 1937 


POU icasecssuaers 181.2 214.5 204.7 95.8 743 783 65.8 93.8 
RIP a oosscsunsinisonn 168.3 174.8 134.2 83.6 58.7 61.6 57.5 647 
25:2 


Date 2 Wks. 3Mos. 1 Yr. Dec. 6 
Nov.17 Ago Ago Ago 1941 


7 Domestic Agriculture ..................... 326.8 332.9 356.1 357.2 163.9 
Ue 1 Ut nn ee ere ee 335.1 333.6 360.3 363.9 162.2 
16 Raw Materials sristarseenssconsscaicense OR ORO 2600) “CRAB “TAB.2 





RAW MATERIALS SPOT INDEX 


AUG. SEPT. oct. Now, 





AGAZINE OF 
ALI STREET INDEX 





Average 1924-26 equals 100 
1952 1951 1950 1945 1941 1939 1938 1937 


de eee 192.5 215.4 202.8 111.7 889 679 57.7 866 
BI 5s aisaxtvnons 163.7 176.4 140.8 986 58:2 489 47.3 5436 
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Radar equipment is now being used by Common- 
wealth Edison Co., in the Chicago area to locate 
points of damage in high voltage transmission lines. 
Developed by engineers of the company and Public 
Service Co. of Northern Illinois, the new equipment, 
known as a radar fault locator, can help pinpoint 
a damaged spot in an overhead transmission line or 
an underground cable in a matter of minutes. Here- 
tofore, it has been necessary to locate a fault in an 
overhead line by patrolling the line and finding the 
spot by visual observation. Now the trouble can be 
located from a generating or substation. 


Along with the new electric compressor-type 
refrigerator which Servel, Inc., is adding to its 1953 
line, the company announces that it will include a 
refrigerator that automatically freezes ice cubes 
without trays, stores the cubes in a basket, and 
replaces them as they are used. But that isn’t all. 
Besides freeing mankind from dread of the tray, 
the monotony of life will be broken by changing 
the shape of the ice from a cube to crescent-shaped 
pieces that will not stick together. 


With the introduction of new, faster, larger and 
more efficient equipment such as the 10 64-passen- 
ger four-engine Super Constellations and twin-en- 
gine Martins, Trans World Airlines is scheduling 
the highest seat mileage on its domestic routes for 
any winter season in its history. For November 
and December, the company has scheduled 8 million 
seat miles a day on domestic routes, an increase of 
more than 39% over the schedule for the same 
months in 1951. Its domestic timetable lists 139 
passenger flights daily, including four Super Con- 
stellation luxury transcontinental flights in each 
direction, and six low-fare transcontinental Sky 
Tourist flights westbound and seven eastward. The 
schedule also provides for three all-cargo flights in 
each direction. 


The newest and fastest of the nation’s transport 
airplanes, the Super Constellation, powered by four 
turbo-compound engines recently began an inten- 
sive test program by Lockheed Aircraft Corp., its 
builders. The ship, with a maximum takeoff weight 
of 130,000 pounds, is designed to cruise with full 
payload at 340-mph. or more. As a luxury air trans- 
port, already ordered by 12 airlines, the plane can 
accomodate 59 passengers. It can be converted in a 
few hours to seat 99 tourist passengers. After 
thorough flight analysis, these new Super Constella- 
tions will start to flow to the Navy within a few 
weeks. Deliveries to the airlines will begin next 
year. 


A new name, “Mylar” is being added to the long 
list of America’s industrial products. “Mylar”, a 
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polyester film developed by E. I. duPont deNemours 
& Co., will be produced in a new plant on which 
construction work will be started next year at a 
cost of about $10 million for the initial installation. 
It is scheduled to begin operating by 1955. The new 
product is believed to have distinct properties in- 
cluding unusual strength, heat resistance and insul- 
ating qualities. Its most promising immediate field 
appears to be electrical insulation, in such applica- 
tions as motors, cables, condensers, coils and trans- 
formers. 


A new $10 million plant, for which ground- 
breaking ceremonies were held a few weeks ago, is 
being erected at Raleigh, N. C., for the Meter Divis- 
ion of Westinghouse Electric Corp. These new facil- 
ities, the company states, have become necessary in 
order to relieve the Newark, N. J., plant of the 
burden of meeting defense requirements for elec- 
trical measuring instruments and relays. The 
Raleigh plant, expected to be in actual operation 
late in 1954, will be the most modern of its kind 
in the country. It will provide employment for 
more than 2,500 men and women, and will, it is 
figured, increase the area’s business and industrial 
payroll by more than $7 million. 


According to an on-the-spot survey of 23 large- 
seale builders, air conditioning will be widely of- 
fered in 1953 as an integral utility in thousands 
of low and medium-price homes in the East, Mid- 
west and the South. The survey, made by Chrysler 
Airtemp, a Chrysler Corp., division, disclosed that 
many real estate men are of the opinion that air 
conditioning may become a standard feature of 
every new American home, as common as the 
kitchen sink. Some builders suggest that air con- 
ditioning’s ability to provide a dirt, dust and pollen- 
free home equals the summer cooling appeal of air 
conditioning. 


The “Train Master”, said to have the highest 
pulling power of any locomotive ever built, is Fair- 
banks, Morse & Co’s., latest addition to its diesel 
locomotive line. The unit, capable of developing 
2,400 hp., is designed to handle a wide variety of 
railroad jobs, from 80 mph. passenger runs to high 
tonnage freight hauls. During the past decade of 
conversion to diesels, the railroads’ requirements 
were met by four general types of diesel locomo- 
tives. Now the “Train Master”, it is said, will enable 
the roads to use one basic type for all heavy jobs, 
permitting greater versatility and efficiency in the 
use of motor power equipment. It is designed around 
the company’s opposed-piston engine and has an over- 
all length of only 66 feet and offers good visibility 
when operated in either direction. 
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Two Dynamic Utilities 





(Continued from page 245) 


having been made at widely scat- 
tered points, including the Beaver 
Lodge Pool in North Dakota, in 
which oil and gas production has 
been reported in three or more 
horizons. The Texas Co., brought 
in a well 10 miles west of Glen- 
dive, and Shell Oil has a well about 
10 miles further south, identified 
as the Pine Area Unit No. 1. 

It is of interest, in this connec- 
tion, that Montana-Dakota Utili- 
ties controls mineral rights on ap- 
proximately 90,000 acres of land 
on the Cedar Creek Anticline 
south of Glendive. The company, 
together with its wholly owned 
subsidiary, Fidelity Gas Co., has 
entered into an operating agree- 
ment with Shell Oil, under which 
the latter agrees to carry on a 
program of deep test drilling. In 
addition to this acreage, Montana- 
Dakota controls approximately 
100,000 acres in the Bowdoin 
Field in northeastern Montana, 
and 5,400 acres 7 miles southwest 
of a well in the Beaver Lodge 
Pool in North Dakota. Develop- 
ments in the Basin have started 
perhaps the most intensive leas- 
ing and exploration programs in 
oil history. Most of the major oil 
companies have been engaged in 
lease activities and making geo- 
physical surveys throughout the 
Basin. 


Pending developments on its 
various acreages, the company is 
benefitting from the widespread 
oil exploration activity in its serv- 
ice area. Many of the communi- 
ties served are experiencing 
considerably increased commer- 
cial activity. The heavy influx of 
oil field workers has caused a 
housing boom and to meet the 
needs of the oil development pro- 
gram, oil field supply warehouses, 
garages, machine shops, stores 
and other types of establishments 
have been and are being con- 
structed. The company has al- 
ready installed facilities to sup- 
ply electric power for pumping 
equipment for a crude oil gather- 
ing system in the Beaver Lodge 
Field. An important development 
is the plan of Standard Oil of 
Indiana to build a 30,000 barrel 
refinery at Mandan, North Dakota. 

Another phase of the oil de- 
velopment which should prove of 
material benefit to Montana-Da- 
kota is the natural gas potential. 
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In anticipation of the availability 


of natural gas in the area, it has. 


already secured franchises in a 
number of communities in North 
Dakota. The company’s pipe line 
serving Williston is about 35 miles 
from the Beaver Lodge Field, and 
with gas available in commercial 
quantities, the company would be 
in a flexible position to distribute 
gas as produced or, if necessary, 
store production in excess of mar- 
ket demand. 


Expansion Program Continues 


Meanwhile, the company is pro- 
ceeding with its expansion pro- 
grams covering both its gas and 
electric divisions. The 1952 con- 
struction program provided for 
additions to natural gas transmis- 
sion lines and compressor stations, 
completion of the Sheridan, 
Wyoming, power plant addition, 
as well as additions to substation 
and other facilities. A major de- 
velopment has been the recent 
completion of the Worland pipe 
line project which in itself as- 
sures an adequate natural gas 
supply for future growth, and 
still another was the Billings 
Acquisition in June, last year, ex- 
tending the company’s operations 
into the rich and diversified Mid- 
land Empire territory, including 
Billings, one of the fastest grow- 
ing communities in the entire 
Rocky Mountain region and hav- 
ing within a radius of 200 miles 
of it 53 producing oil fields with 
more than 15 million barrels an- 
nual output. 


The improvements and addi- 
tions made by the company have 
yet to be fully reflected in earn- 
ing power. Net earnings for the 
12 months to Sept. 30, last, 
equalled 90 cents a share for the 
common stock, all of which was 
paid out in dividends this year, 
compared with net of 78 cents a 
share in the 12 months of the pre- 
vious year. 


While the stock has merit from 
the standpoint of continued 
growth of the company in the pub- 
lie utility field, its particular at- 
traction, which is of a speculative 
nature, is two-fold: first, the pos- 
sibilities of oil development on one 
or more of its two large acreages 
on which it owns mineral rights 
and, second, the substantial in- 
crease in both gas and electric 
business, aside from expected 
normal expansion, that will be 
created should the Williston 
Basin develop into a sizable oil 
producing area. 





Capitalizing Stock Losses 
To Avoid Taxes 





(Continued from page 243) 


worth special study are those 
marked “percent of decline from 
1945-46 highs” and “earnings mar- 
gin over dividends.” The first col- 
umn indicates the extent of de- 
cline and, therefor, the degree of 
potential tax savings. The larger 
the decline, the greater, obviously 
the possibility of reducing taxes. 
The second column indicates the 
margin of earnings over divi- 
dends, and, naturally, the poorer 
the margin the less satisfactory 
the outlook for the stock. 


Individual Factors Dictate Course 


Both columns should be studied 
with reference to each other, as 
the decision to hold or sell should 
be determined by their relation- 
ship to each other. For example, 
it does not follow that a large 
loss in an individual stock neces- 
sarily should dictate a sale for tax 
purposes, especially if the margin 
of earnings over dividends is rela- 
tively satisfactory. The reason for 
the low price of the stock in such 
a case may have to do with past 
conditions; and the improved 
status of the stock may not have 
as yet been sufficiently recog- 
nized in the market. On the other 
hand, a stock on which there is 
a loss may have a good dividend 
coverage, but it may not have 
declined sufficiently to make the 
acceptance of a tax worth while. 
Hence, there is no reason to dis- 
turb the holding. 

The reader may find it con- 


venient to apply this simple for-, 


mula to those of his securities he 
deems in a doubtful status and 
which he may desire to dispose of 
for tax purposes. A careful check 
of this type may prevent him 
from taking hasty and unwise 
action. In any case, it will enable 
him to approach his tax prob- 
lems, vis-a-vis his security losses, 
with greater discrimination. 
With regard to substantial se- 
curity losses, in general, perhaps 
it is pertinent to point out that, 
as a rule, these develop mainly 
owing to negligence and in- 
ertia. Unusually large losses typi- 
cally arise after a long period 
during which the investor fails 
to realize that the conditions 
which seemed to him to justify 


(Please turn to page 257) 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 

will answer by mail or telegram, a reasonable number of inquiries on 

any listed securities in which you may be interested or on the standing 

and reliability of your broker. This service in conjunction with your 

subscription should represent thousands of dollars in value to you. It is 

subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


envelope. 


= 
4. No inquiry will be answered which is mailed in our postpaid reply 
5. 


Special rates upon request for those requiring additional service. 





Owens Illinois Glass Company 


“What are the principal manufactur- 
ing units of Owens Illinois Glass Com- 
pany? Please also report sales and net 
income and dividends.” 

A. R., Hartford, Connecticut 

Net earnings of Owens-Illinois 
Glass Company were $13,584,799 
or $4.44 per share, for the twelve 
months ended September 30, 1952. 

This compares with $21,682,- 
562, or $7.09 per share for the 
twelve months ended September 
30, 1951. 

Net sales and other operating 
revenues of the company 
amounted to $289,935,590, about 
9% below the $318,758,388 total 
for this period a year ago. 

Sales of the company’s present 
products reached a new all-time 
high in the third quarter. Pre- 
vious sales record included the 
sales of American Coating Mills, 
« former division of Owens Illi- 
nois, which was sold on April 1 
of this year. 

The manufacturing units of the 
glass company, produce glass con- 
tainers, glass tableware, television 
bulbs, glass block and other allied 
products and they all participated 
in the sales increase. 

Provision for Federal and other 
income taxes amounted to $22,- 
009,254, or $7.20 per share on 
the 3,056,874 common shares out- 
standing, compared with $34,096,- 
028 or $11.15 per share. 

Dividend declarations in 1952 
totalled $4.00 per share and the 
same amount was paid in 1951. 

The company has recently ac- 
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quired about 70 acres in the Park- 
rose area of Portland Oregon for 
a possible new glass container 
plant. 


Louisville Gas & Electric Company 
“IT have been a subscriber to your 
valued Magazine for a good many years 
and do not often take advantage of 
your Personal Consultation Service. 
Please report recent operating revenues 
of Louisville Gas & Electric Company 
(Kentucky )”’. I. C., Dover, Delaware 
Operating revenues of Louis- 
ville Gas & Electric Company 
(Kentucky) and subsidiary com- 
pany for the twelve months ended 
September 30, 1952 amounted to 
$35,604,007, as compared with 
$33,674,350 for the twelve months 
ended September 30, 1951. Net 
operating income, after operating 
expenses, maintenance, taxes, de- 
preciation etc. was $6,734,049 for 
the twelve months ended Septem- 
ber 30, 1952, compared with 
$6,190,944 for the corresponding 
period ended September 30, 1951. 
Net income after deducting all in- 
terest charges, amortization of 
plant acquisition adjustments etc. 
amounted to $5,264,707, compared 
with $4,955,611 for the corre- 
sponding periods indicated. 

For the nine months period 
ended September 30 1952, oper- 
ating revenues amounted to $26,- 
208,988, compared with $25,291,- 
794 for the corresponding period 
of the previous year. Net operat- 
ing income for the first nine 
months of 1952 amounted to 
$4,978,791, compared with $4,- 
674,130 for the corresponding 


period of 1951, and net income 
was $3,835,211 for the first nine 
months of 1952 compared with 
$3,734,709 for the corresponding 
period of 1951. The balance of 
net income after deducting divi- 
dends on the preferred stock for 
the twelve months ended Septem- 
ber 30, 1952, was $4,188,688, 
which was equivalent to $3.22 per 
share on the common stock out- 
standing at that date and net in- 
come after deducting dividends on 
the preferred stock for the nine 
months ended September 30, 1952, 
was $3,028,196, which was equiva- 
lent to $2.32 per share on the 
common stock outstanding at that 
date. 

Construction expenditures for 
the nine months and the twelve 
months ended September 30, 1952 
were $8,996,000 and $11,500,000, 
respectively. 

Dividends in 1952 were 45 cents 
quarterly and the same amount 
was paid in 1951. 


Food Machinery & 
Chemical Corporation 

“You have stated on several occasions 
in your publication that Food Ma- 
chinery & Chemical Corporation is a 
growth company. Have you recent earn- 
ings data on the company and if the 
net has declined, please give reasons 
for this decline.” 

R. C., Hempstead, N. Y. 

Food Machinery & Chemical 
Corporation combined sales of 
regular products and military 
goods for the first nine months of 
1952 totalled $171,294,000. This 
represents a substantial increase 
in sales compared with the first 
three quarters of 1951, and estab- 
lished a record high over any cor- 
responding period since World 
War II. Combined sales for the 
quarter ended September 30, 1952 
were $54,526,000, or $14,638,000 
more than for the same quarter in 
1951. 

Net earnings for the nine 
months period totalled $7,724,- 
000 compared with $7,644,000 for 
the first nine months of 1951. 
After preferred dividends, this 
was equivalent to $2.45 per share 
on 2,952,669 shares of common 
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stock outstanding on September 
30, 1952. Per share earnings for 
the 1951 period amounted to $3.15 
on 2,266,347 shares. Third quarter 
net earnings were $2,305,000 com- 
pared with $2,539,000 for the 
same 1951 quarter. This amounted 
to per share earnings of 72 cents 
in 1952 and $1.04 in 1951, on com- 
mon stock outstanding at the end 
of each period. 

On the total volume represented 
for the first three quarters of 
1952, $55,878,000 was both direct 
and indirect sales to the oGvern- 
ment. $17,534,000 of this amount 
was billed in the third quarter. f 
Government sales together with 
the billing of those company sub- 
sidiaries acquired in 1952, were 
eliminated from this year’s sales 
figures, sales for the nine months 
period and for the third quarter 
would have reflected decreases of 
3.8% and 5.3%, respectively, com- 
pared with corresponding 1951 
period. 

The 1952 decline in profit mar- 
gins, compared wit hlast year, 
was attributable to several factors 
such as: low margin of profit on 
Government work which was ac- 
counted for approximately one 
third of sales for the current year, 
mounting costs of wages and ma- 
terial without corresponding re- 
lief in sales prices, increased com- 
petitive conditions in many lines, 
absorption of accelerated amor- 
tization charges, expenses in con- 
nection with expansion of certain 
chemical production facilities and 
depressed sales of some product 
lines. 

Company officials do not expect 
a significant change immediately 
in the profit picture of the com- 
pany’s chemical divisions, where 
profit margin reductions are 
greater proportionately than in 
other company operations, a note 
of optimism is reflected for 1953. 
Based on new chemical production 
facilities to be completed next 
year and the indication that mar- 
ket conditions should improve in 
the textile and plastic industries 
(major users of F. M. C. chem- 
icals) the company anticipates 
better earnings for these divisions 
in 1953. 

Dividends of 50 cents quarterly 
have been paid thus far this year. 


Schenley Industries 


“IT have been told that Schenley In- 
dustries’ sales volume and earnings de- 
clined sharply in the past year and am 
wondering what was the reason. Any 
late data you have on the company and 
also its cash position will be appre- 
ciated”. B. E. Chicago, Illinois 


256 


Schenley Industries Inc. expe- 
rienced a decrease in sales and 
earnings for the fiscal year ended 
August 31, 1952, but finished the 
year with higher working capital 
than a year ago. 

Consolidated net earnings, after 
all charges including provision for 
Federal taxes were $12,065,481, 
equivalent to $2.76 per share on 
4,363,726 shares of common stock 
outstanding. Net earnings for the 
previous year were $22,252,772, 
equivalent to $5.10 a share on 
4,361,976 shares outstanding. 

Sales of all products totalled 
$426,483,232, compared with 
$450,576,264 in the previous fiscal 
year. 

The company closed its books 
at the year-end with $51,667,226 
in cash and Government securi- 
ties, and the excess of current 
assets over current liabilities was 
$314,516,400, as compared with 
$308,068,168 at the end of the pre- 
vious fiscal year. 

Lower purchasing power of the 
consumer’s dollar, increased U. 8. 
taxes, changes in trade relations 
with foreign nations were a few 
of the many factors that brought 
their weight to bear on the com- 
pany’s business and resulted in a 
decline. 

A rise in the Federal excise tax 
on distilled spirits from $9 to 
$10.50 per proof gallon, depressed 
sales of legal tax-paid whiskeys 
and reduced withdrawals of dis- 
tilled spirits by 24,800,000 gallons 
in a year. 

Encouraging developments in 
the past year were Schenley’s 
ability to supply the market with 
blended, straight and _ bonded 
whiskeys of superior age and this 
has been made possible by the 
age an dquality of its whiskey in- 
ventories. The company increased 
the number of by-products mar- 
keted and develope dhigher profit 
specialty items. 

In foreign operations, Schen- 
ley’s pharmaceutical division en- 
tered into several mutually bene- 
fiicial business arrangements with 
foreign countries. Its know-how 
helped foreign companies put new 
antibiotics plants into operation. 
Schenley not only receives royal- 
ties but also benefitted from the 
exchange of information with 
foreign company research experts. 
This division encountered some 
price softening in pencillin and 
streptomycin, and concentrated on 
distribution of established spe- 
cialty products and on develop- 
ment of ne wones to expand its 
lines. 


The Blatz Brewing Company 
subsidiary, which has been oper- 
ating for 101 years, reached new 
high marks in production and 
sales during the year. 

The distilling industry hopes 
that Congress at its next session 
will extend the bonded period 
from 8 to 12 years. 

Dividends in 1951 totalled $2.00 
per share and 50 cents quarterly 
has been paid this year. 


Paramount Pictures Corporation 


“As I am interested in Paramount 
Pictures Coropration stock, please fur- 
nish recent earnings and if they are 
not exact for recent quarter, please give 
me estimated figures.” 

C. S., Nashville, Tenn. 

Paramount Pictures Corpora- 
tion estimates the earnings of the 
corporation and its consolidated 
domestic and Canadian subsidi- 
aries for the third quarter ended 
September 27, 1952 at $1,878,000 
after provision for United States 
and Canadian income taxes. These 
earnings included non-recurring 
capital gains of approximately 
$500,000 after deducting appli- 
cable income taxes. These earn- 
ings, including such capital gains, 
represent 80 cents per share and, 
excluding capital gains, 59 cents 
per share on the 2,342,088 shares 
outstanding and in the hands of 
the public as of that date. 

Consolidated earnings for the 
quarter ended September 29, 1951 
were estimated at $1,373,000 and 
represented 60 cents per share on 
the 2,302,125 shares then out- 
standing. . 

Consolidated earnings for the 
nine months ended September 27, 
1952 after taxes are estimated at 
$4,663,000 and include the non- 
recurring capital gains referred 
to above. These earnings, includ- 
ing such capital gains, represent 
$1.99 per share and, excluding 
capital gains, $1.78 per share on 
the shares then outstanding. 

Consolidated earnings for the 
first nine months of 1951 were 
estimated at $4,205,000 and repre- 
sented $1.83 per share. 

The consolidated earnings re- 
ported above do not include 
Paramount’s share of net undis- 
tributed earnings of partially 
owned non-consolidated subsidi- 
aries. Such share amounts to 
$123,000 for the third quarter of 
1952 as compared with $183,000 
for the same period of 1951 and 
$340,000 for the first nine months 
of 1952 as compared _ with 
$179,000 for the same period of 
1951. Dividends this year have 
been 50 cents quarterly. 
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Capitalizing Stock Losses 
To Avoid Taxes 





(Continued from page 254) 


the purchase of the stock in the 
first place no longer exist; or, if 
he does recognize the fact that 
these formerly favorable condi- 
tions have changed, he is reluc- 
tant to take the logical action. 
The result, quite frequently, is 
that losses tend to become cumu- 
lative and unecessarily large. To 
prevent such losses, however, the 
investor should not hestitate to 
reverse himself and, accordingly, 
dispose of any individual issue 
whose status, according to suc- 
cessive earnings reports, is on the 
verge of becoming doubtful. 

With this interpolation, we can 
discuss the policy to be adopted 
with regard to the re-investment 
of funds secured from stocks sold 
for tax purposes. This should be 
done with the greatest care as 
otherwise, the investor may find 
that the substitution he has se- 
lected may turn out as poorly, if 
not worse, than the original hold- 
ing. This is a common experience 
among unwary investors. There is 
only one safe principal to follow 
in “switching”. Be sure the in- 
vestment quality of the stock into 
which you switch is superior to 
the one from which you switch. 
You may not make up as much of 
your loss in this way as you would 
like but, at least, you are far less 
likely to add another large loss 
on top of the original one. This 
may be elementary advice but it 
is remarkable how often it is ig- 
nored. 

We have not indicated any spe- 
cific candidates for “switching” 
in this article, but suggest that 
for those readers who may wish 
to take action, for tax purposes 
or any other for that matter, that 
they refer to the various recom- 
mendations on other pages in this 
issue. They will find, for this pur- 
pose, various types of securities 
suitable to different needs. It 
should be added that it is not nec- 
essary to switch into stocks at a 
similar price level. Whether the 
same number of shares is held 
as originally is immaterial. It is 
also not necessary to “switch” into 
the same industry. 


For the benefit of readers who 
may not have had the opportunity 
to study the October 18 article 
on income taxes affecting security 
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transactions, we herewith present 
a summary of the important 
points to remember: 


1. Delivery date controls the estab- 
lishment of gains. 

2. Contract date (date of trades) 
controls the establishment of 
losses. 

3. For ordinary taxpayer, Dec. 24, 
1952 is last date to establish gains 
in “the regular way”. Securities 
thus sold must be delivered on or 
before Dec. 31, 1952. 

4. Losses can be established through 
the last trading day of the year. 

5. After Dec. 24, 1952 “cash” trades 
are required to establish gains. 
(Full information on all the above 
can be secured from your broker) 

6. Of the four types of capital trans- 
actions; 

(A) Offset short-term gains with 
short-term losses. 

(B) Offset the remainder of gains 
with any remaining losses. 

(C) If there are remaining losses, 
apply them to regular income 
up to $1,000 and use balance 
to carry-over in following 
year. 

(D) On any remaining, short-term 
gains are taxed at regular 
income rates; long-term gains 
reduced by half, taxed at reg- 
ular income rates, with a 
maximum of 26%. 

7. For general application, take ad- 
vantage of the following: 

With only short-term gains, use 

any losses to offset. 

With only long-term gains, use 

any losses as offset. 

With both short-term and long- 

term gains, long-term losses must 

first be used against long-term 
gains. 

Short-term losses can be applied 

first against short-term gains. 

8. Where both forms of gains are 
fully offset by losses, remaining 
losses can be used up to $1,000 
against ordinary taxable income. 
The remainder can be carried for- 
ward for use as a short-term loss, 
and can be so used for five years, 
until exhausted. 


This is important because it means 
that investors desiring to register a tax 
loss need not accept the full loss in a 
single year but may utilize the provision 
that permits apportionment of the loss 
over any number of years up to five. 

Under our space limitations, it is 
obvious that the above can cover only 
the most elementary features of the 
tax law. Proper utilization of the pro- 
visions in the law can result in sub- 
stantial tax savings but it should be 
stressed once more that this cannot be 
accomplished without giving the most 
specific attention to the paramount 
factors of individual merit—or the re- 
verse—in the securities involved. Addi- 
tionally, tax savings should also be 
attempted only after due consideration 
of the position of the securities markets, 
as a whole. 


In the next issue, we will pub- 
lish a list of special re-investment 
suggestions for the benefit of our 
readers. 





Low-Priced Stocks Headed 
for Higher Levels 





(Continued from page 239) 


and the remainder of paper board 
and stock goods are sold mostly 
to the wholesale trade. 

During the 15 year period, 
1937 to 1951, sales trended stead- 
ily upward from $8.2 million to 
$47.8 million. Volume for 1952 
is not expected to match that of 
last year. Output of paper and 
paperboard declined roughly 11% 
in the first half of this year for 
the industry as a whole. While 
Sutherland’s sales held up during 
the initial 6 months, net dropped 
moderately. Estimated full year 
earnings should approximate 
$2.75 per share compared with 
$2.95 in 1951. 

Demand for paper products 
should continue its strong growth 
trend of the past, with Sutherland 
participating fully for its share of 
the business. The company is es- 
pecially well equipped to handle 
new record volume, or to weather 
any slack period ahead. It has 
always maintained a strong finan- 
cial position, enabling it to oper- 
ate favorably under any condi- 
tions. As of December 31, 1951, 
the corporation held $8.4 million 
in cash and government bonds, 
which was well in excess of the 
$7.6 million of total current 
liabilities. 

Based on current prices, the is- 
sue yields just under 6%. In view 
of the company’s excellent record, 
established trade position and 
prospects for the future, the stock 
merits consideration. 


United States Rubber Co. 


From the standpoint of net 
earnings, 1952 has been a rela- 
tively poor year for practically all 
of the tire manufacturers. United 
States Rubber was no exception. 
Higher costs throughout the year 
depressed operating profits and 
this situation was aggravated by 
the halt in automobile production 
as a result of the steel strike with 
the result that tire inventories on 
the manufacturers shelves grew 
to unusual proportions. 

Notwithstanding these condi- 
tions, U. S. Rubber, for the 9 
months to Sept. 30, last, was able 
to show net earnings of $18.9 mil- 
lion, equal to $2.83 a share on the 
common stock, compared with 


(Please turn to page 260) 
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Rolling “mile-a-minute” steel in one of 
the world’s fastest mills 


A great deal of the steel you use daily is first made in the 
form of sheets and strip. Much as the housewife’s rolling 
pin changes a thick lump of dough into thin pie crust, 
the pressure exerted by heavy steel rolls in giant mills 
reduces chunky, red hot ingots to these sheets and 
strip, of precise thickness and width. 


Many important uses require steel of extra-thin gauge. 
This is made by final rolling on a cold reduction mill, 
such as the one illustrated here by Peter Helck, at the 
Weirton Steel Company, division of National Steel. 


This mill rolls thin-gauge strip steel at the rate of a mile 
a minute. It is the world’s first mill built to operate at 
this speed. From it comes an average of more than 325 


miles of quality steel every eight hours . . . enough, 


when made into tin plate, for more than 5,000,000 of 


the familiar No. 2 cans used in food packaging. 


NATIONAL STEEL 


GRANT BUILDING 


SERVING AMERICA BY SERVING AMERICAN 


This gigantic unit is even bigger than the illustration 
indicates, for there is as much mill below floor level as 
above. Each of its five stands, or sets of rolls, has the 
over-all size of an average two-story house. Yet, through 
finger-tip controls, the mill’s expert operators guide and 
govern its tremendous speed and pressures with com- 


plete safety and accuracy. 


Through investment in more and more efficient facilities 
of this kind, America’s gigantic steel industry has been 
able to make and keep steel one of your lowest-cost 


and most useful servants. 


And constant pioneering in improvements in equipment, 
methods and quality of product is one of the things that 
has made and keeps National a steel leader—entirely 


independent, completely integrated, always progressive. 


CORPORATION 


PITTSBURGH, PA. 


INDUSTRY 








GREAT LAKES STEEL CORP. 
Detroit, Mich. A major supplier 
of standard and special carbon 
steel products for a wide range 
of applications in industry. 


THE HANNA FURNACE CORP. 
Buffalo, New York. Blast fur- 
nace division for production 
of various types of pig iron. 
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WEIRTON STEEL COMPANY 
Weirton, W. Va. World’s larg- 
est independent manufacturer 
of tin plate. Producer of many 
other important steel products. 


Supplies high grade metallur- 
gical coal for the tremendous 
needs of National Steel mills. 


{TJ .. 


STRAN-STEEL DIVISION 
Ecorse, Mich. and Terre Haute, 
Ind. Exclusive manufacturer of 
famous Quonset building and 
Stran-Steel nailable framing. 


NATIONAL STEEL PRODUCTS CO. 
Houston, Texas. Warehouse 
and distribution facilities for 
steel products in the Southwest. 


HANNA IRON ORE COMPANY 
Cleveland, Ohio. Producer of 
iron ore from extensive hold- 
ings in the Great Lakes area, 


= NATIONAL 


STEEL 
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BABSON’S 
1953 FORECAST FOR 
STOCKS and BONDS 
with outlook under Eisenhower 


OUR MOST VALUABLE, MOST 


COMPLETE FORECAST IN 47 YEARS! 


Get ready for ’°53—-NOW. Send for 
your copy of BABSON’S 1953 
Forecast. Packed with valuable 
investment facts and business in- 
formation—it’s worth many times 
its cost. You can use it now as an 
authoritative guide for 1953 invest- 
ing. Here are just a few of the sub- 
jects covered: 
* Outlook for Stock Market 
* 20 Stocks to SELL NOW 
* 20 Best Stocks to BUY for 1953 
* 20 Stocks to HOLD for 1953 
* Forecast for 30 Industries 
* Discusses business, labor, farm in- 
come, inflation, taxes, and real 
estate 
* With every 1953 Forecast we will 
include a typical $20,000 Bab- 
son Investment Portfolio 


SUPPLY LIMITED—ORDER NOW! 
AVAILABLE AT COST—ONLY $1 
To acquaint investors with Bab- 

son’s Reports, the country’s Oldest 

Investment Advisory Service, we 

are offering the 1953 Forecast for $1 

—to cover cost of printing and mail- 
ing. Demand will be heavy—so 
play safe and mail $1 with this ad 

TODAY! 

ELECTION BONUS FOR PROMPT REPLY.. 

“SECURITIES AND 
THE EISENHOWER WIN” 
This Election Bulletin, with 19 
Stock recommendations will also be 
included without extra cost. 
ACT NOW—MAIL $1 WITH THIS AD 
Write Dept. M-110 


BABSON’S REPORTS 
Wellesley Hills 82, Mass. 
ecoeeeeeeeeeeoeoee 








Secretary and Treasurer 
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UNITED FRUIT COMPANY 
214th 


Consecutive Quarterly Dividend 
A dividend of seventy-five cents 
per share on the capital stock of 
this Company has been declared 
payable Jan. 15, 1953 to stockhold- 
ers of record Dec. 12, 1952. 


EMERY N. LEONARD 











oston, Mass., November 17, 1952} 








Low-Priced Stocks Headed 
For Higher Levels 
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$22.4 million, or $3.51 a share in 
the first 9 months of 1951. Of 
particular significance in connec- 
tion with current year’s results is 
the fact that sales in the third 
quarter were $205.2 million com- 
pared with $204.9 million last 
year, producing a profit of 88 
cents a share, compared with 89 
cents a share in 1951. Final quar- 
ter operations should be aided 
materially by increased defense 
material output and the more 
profitable mechanical rubber, foot- 
wear and other products. 

Considering indicated 1952 
earnings, estimated at more than 
$4.00 a share, current dividend 
of $2.00 annually is at a conser- 
vative rate, especially in view of 
the company’s strong financial po- 
sition. At the close of business on 
Sept. 30, last, current assets of 
$356 million, including $51.6 mil- 
lion in cash and U. S. Treasury 
Saving Notes, contrasted with 
current liabilities of $151.9 mil- 
lion. On the basis of the above 
factors, the stock appears under- 
valued. 


York Corporation 


York holds a strong position in 
the industry, being one of the 
two leading independent air-con- 
ditioning manufacturers. The 
company has a fine reputation in 
the field of large installations, and 
the development of small residen- 
tial and room air-conditioning 
units is constructive. Maintenance 
and servicing, which accounts for 
25% of receipts tend to stabilize 
operations. However, entry of 
several large industrial companies 
into the industry has provided 
keen competition. 

Sales have increased from $32.0 
million in 1946 to $57.5 million in 
1951. Early current fiscal year 
sales has tended to lag, so that 
despite stimulated volume in the 
past quarter, estimated net is 
placed at $1.60 per share com- 
pared with $2.47 last year. Order 
backlog as of June 30, 1952 to- 
taled $19.4 million, a moderate ir 
crease over the $17.4 million a 





Next issue will contain an 
article on rare minerals and 
special metals. 











year earlier. With continuation of 
enlarged demand, substantial in- 
creased earnings are expected in 
the 1952-53 fiscal period. 

Over the past 5 years, earning 
power has averaged over $2.15 
per share. In view of recent pub- 
lic interest in the desirability of 
air-conditioning, evidenced by the 
popular reaction to the early sum- 
mer heat, sales and earnings 
should be strongly sustained in 
the years ahead. It could trend 
sharply upward, and possibly ele- 
vate net to a somewhat higher 
level in the not too distant future. 


Long-Range Prospects for Industry 


Trade reports for the imdustry 
estimate that air-conditioning 
sales for 1953 may rise 40% to 
60% over this year, while by 1957 
volume projections are placed as 
high as 400% over present pro- 
duction. York, as a reasonably 
priced representative of this 
growth industry, appears attrac- 
tive with long-range possibilities. 





As | See It! 
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what steps he could take not only 
to settle the Korean war — but to 
do so in such a way as to prevent 
further Communist aggression 
and to insure real peace and avoid 
a continuation of a cold-hot war, 
since it is clear that the Com- 
munists are trying to settle the 
matter their way before the pres- 
ent Administration goes out of 
office on the swell of demands that 
Eisenhower stay at home. I think 
that we would do better to stop, 
look and listen. 

Therefore, let us wait for Gen- 
eral Eisenhower to evaluate the 
situation. He possesses the talents 
that we need to meet this situa- 
tion. He is a brilliant conciliator 
and tactician who knows how to 
get what he is entitled to. And, 
when we put the Commies out of 
important places where the Rus- 
sians no longer have access to our 
plans, we will find that they are 
not supermen — which the blun- 
dering of this Administration has 
caused many to believe — but mor- 
tal men like all of us. And the de- 
cisions of the Politburo will then 
be no wiser than that of other 
men. 

Yes —let us wait for General 
Eisenhower to solve this prob- 
lem — he’s the best man we’ve got. 
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Investment Audit of 
R. J. Reynolds Tobacco Co. 





(Continued from page 236) 


rate of 3 to 4 per cent annually 
over the foreseeable future and 
growing hope of price relief, the 
outlook for cigarette manufactur- 
ers has brightened. That Reynolds 
should fare well is evidenced by 
the better-than-average price be- 
havior. Investors appear to be- 
lieve that this company has a bet- 
ter opportunity than its principal 
competitors to benefit from favor- 
able conditions. Such an opinion 
is based on the company’s experi- 
ence in financing growth over 
recent years without incurring 
heavier obligations. 

Total indebtedness of Reynolds, 
including $135 million of long 
term debt, approximated the 
amount of obligations outstand- 
ing at the end of 1947 when in- 
ventories were about $96 million 
smaller. Bank loans outstanding 
at the end of last year amounted 
to about $55.5 million, not includ- 
ing $5 million of debt due within 
a year, while 214 per cent promis- 
sory notes due serially from 1953 
to 1972 totaled $78 million and a 
3 per cent debenture issue due in 
1973 amounted to $57 million. 
Despite the need for expansion to 
supply enlarged consumer de- 
mand, the company ploughed back 
earnings and increased net work- 
ing capital to an equivalent of $24 
a share at the end of 1951, com- 
pared with only $15.25 a share 
ten years earlier. 

On the basis of trends estab- 
lished through the greater part of 
the year, it is estimated that Rey- 
nolds may boost sales almost 10 
per cent for 1952 to bring the 
total to a new record at $875 to 
$885 million and per-tax income 
is expected to establish a new 
peak. With taxes taking upward 
of $6 a share out of earnings, the 
remainder available for stock- 
holders may just about match the 
1951 showing of $2.92 a share. 
Results in 1953 promise to reflect 
would seem justified in counting 
tax relief if not wide price mar- 
gins as well. Accordingly, holders 
on an increase of at least 50c a 
share in earnings next year from 
removal of excess profits taxes 
and probably an equal amount 
from more satisfactory margins. 


Longer-Range Earnings Project 


In years to come, with EPT 
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Dividend Notice 


The Board of Directors of Cities Service Company on November 
6, 1952 declared a quarterly dividend of one dollar ($1.00) per 
share on its $10 par value Common stock. The board also de- 
clared a year-end dividend of one dollar ($1.00) per share on 
such stock. Both dividends are payable December 15, 1952 to 
stockholders of record at the close of business November 21, 1952. 


W. ALTON JONES, President 





eliminated, one would be war- 
ranted in projecting earnings for 
Reynolds of $5 a share annually 
or better, it is believed, assuming 
that management is able to keep 
pace with the industry’s antici- 
pated growth in volume. Such a 
showing would encourage hope of 
a more liberal dividend. Despite 
the need for utilization of earn- 
ings in financing large inven- 
tories, Reynolds has pursued a 
reasonably generous’ dividend 
policy. Payments in recent years, 
at the rate of 50 cents quarterly, 
have come to $2 a share annually. 
Confidence in earnings improve- 
ment and a higher dividend in the 
not too distant future may have 
explained price improvement that 
has lifted shares recently to the 
best level since 1948. 

Strength of Reynolds lies in 
well established brand preference 
that has placed ‘Camel’ in first 
position among American ciga- 
rettes with an estimated 27 to 28 
per cent of the nation’s consump- 
tion. “Lucky Strike” is believed 
to hold second position with about 
21 per cent and “Chesterfield” 
probably is third choice at 19 to 
20 per cent of the total. “Philip 
Morris” is generally supposed to 
account for about 10 to 11 per 
cent of domestic sales and Loril- 
lard’s “Old Gold” brand is ranked 
about fifth with approximately 6 
per cent of volume. American To- 
bacco’s “Pall Mall” has come up 
rapidly to challenge “Old Gold” 
and other extra-long cigarettes 
are increasing in popularity im- 
pressively. As a matter of fact, 
trade authorities contend that 
king-size cigarettes registered a 
sales increase in 1951 of almost 
40 per cent over 1950, whereas 
the standard size package scored 
a modest increase of slightly more 
than 2 per cent. 

Reynolds, like its principal com- 
petitors, manufactures other to- 

(Please turn to page 262) 











Public Service Electric 
and Gas Company 


NEWARK.N. J. 








QUARTERLY DIVIDENDS 


Dividends of $1.02 a share on the 
4.08% Cumulative Preferred Stock, 
$1.17% a share on the 4.70% Cu- 
mulative Preferred Stock, 35 cents 
a share on the $1.40 Dividend 
Preference Common Stock, and 40 
cents a share onthe CommonStock, 
have been declared for the quarter 
ending December 31, 1952, all 
payable on or before December 
23, 1952 to holders of record at 
the close of business on November 
28, 1952. 
GEORGE H. BLAKE 
President 
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CROSSROADS OF THE EAST 
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1802 + + + + + 1952 
Ww 
E.1. DU PONT DE NEMOURS & COMPANY 
Wilmington, Delaware, November 17, 1952 


The Board of Directors has declared this day 
regular quarterly dividends of $1.12'/2 a 
share on the Preferred Stock—$4.50 Series 
and 87'/2¢ a share on the Preferred Stock 
—%$3.50 Series, both payable January 24, 
1953, to stockholders of record at the close 
of business on January 10, 1953; also 
$1.00 a share on the Common Stock as 
the year-end dividend for 1952, payable 
December 13, 1952, to stockholders of 
record at the close of business on Novem- 
ber 24, 1952. 





L. pu P. COPELAND, Secretary 
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M Southern California } 
1 Edison Company ¥ 


4 DIVIDENDS ? 
> 
ORIGINAL PREFERRED STOCK : 
¢ DIVIDEND NO. 174 
> 
: CUMULATIVE PREFERRED STOCK =f 
5 4.32% SERIES ‘ 
’ DIVIDEND NO. 23 ¢ 
4 
; oii’ 
‘ The Board of Directors has ’ 
4) authorized the payment of the 
q = following quarterly dividends: Ps 
. 50 cents per share on Orig- 
¢ inal Preferred Stock; § 
, 27 cents per share on Cumu- 


4 
4 
4 lative Preferred Stock, 4.32% ‘ 
§ Series. ‘ 


4 The above dividends are pay- 
? able December 31, 1952, to ¢ 
‘ stockholders of record Decem- 


M4 ober 5, 1952. Checks will be )§ 
Y mailed from the Company's , 

. } 
4 ooffice in Los Angeles, Decem- 


4 ber 31, 1952. ? 
»§ - 

rf P.C. HALE, Treasurer : 
» 4 

> November 21, 1952 »4 
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EC CAN COMPANY, Inc. 
ular quarterly dividend of one dol- 
tag and one-quarter cents ($1.06%) 
per share on the $4.25 cumulative sec- 
ond preferred stock of this Company 
has been declared payable on January 
2, 1953, to stockholders of record at the 
close of business December 15, 1952. 


LOREN R. DODSON, Secretary. 


DM Johns-Manville 








ké Corporation 
DIVIDEND 
The Board of Directors declared a dividend 
of 75c per share on the Common Stock, and, 
in addition thereto, a year-end dividend of 
$1.25 on the Common Stock, both payable 
December 12, 1952, to holders of record 
December 1, 1952. 

ROGER HACKNEY, Treassrer 


aopucts 








LOEW'S INCORPORATED 


MGM PICTURES - THEATRES - MGM RECORDS 
November 19, 1952 


The Board of Directors has declared 


S-> : 

“f a dividend of 20c per share on the 

de outstanding Common Stock of the 
XN Co. npany, payable on December 19, 

1952, to stockholders of record at the close of 


business on December 9, 1952. Checks will 


be mailed. 
eer CHARLES C. MOSKOWITZ 


Vice Pres. & Treasurer 














UNITED CARBON COMPANY 
DIVIDEND NOTICE 


A quarterly dividend of 6214 cents per share has 
been declared on the Common Stock of said 
Company, payable December 10, 1952, to stock- 


holders of record at three o'clock P.M. on 
November 24, 1952. 


C. H. McHENRY, Secretary 
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Investment Audit of 
R. J. Reynolds Tobacco Co. 
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bacco products, including “Prince 
Albert” smoking tobacco,  re- 
garded as the largest selling item 
in its field. Cigarettes are believed 
to account for more than 90 per 
cent of sales volume, however, 
and the “Camel” brand alone 
represents by far the bulk of the 
business. This fact, permitting 
concentration of promotion costs 
on a single brand, is believed 
partly responsible for the com- 
pany’s relatively high ratio of 
operating income to sales. 


The Market Range and Prospects 
for Dividends 


Reflecting uneasiness over prof- 
it margins and the earnings out- 
look in a contralled economy, to- 
baeco stocks have been in invest- 
ment disfavor for several years, 
especially since 1950, when the 
Korean affair touched off infla- 
tionary forces again and posed 
problems for processors of agri- 
cultural products. While most 
stocks in the group have been eas- 
ing gradually since 1948, Rey- 
nolds has fluctuated in a rela- 
tively narrow range. The “B” 
stock, of which 9,433,878 shares 
are outstanding, sold as high as 
66 in 1929 on a $2.55 dividend, as 
high as 58 in 1937 on a dividend 
of $2.85 a share and the highest 
price since that time was reached 
in 1946 at 467%, while the divi- 
dend for that year was only $1.75 
a Share. The stock has fluctuated 
within a range of less than 13 
points since that time, reaching a 
postwar low of 3134, in 1951 and 
recovering recently to within 
striking distance of the 1947 top 
of 441%. Dividends since 1947 
have amounted to $2 a share an- 
nually. 

Capitalization includes the $135 
million funded debt previously de- 
scribed, 490,000 shares of $3.60 
preferred and 260,000 shares of 
$4.50 preferred as well as the 
9,438,878 “B” shares and 566,122 
common stock. With the yield at 
a conservation 4.5%, the stock ap- 
parently is commencing to reflect 
prospects for eventually higher 
dividends. At current prices, it is 
an attractive holding for a well- 
constructed portfolio. 
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below it at the 1942 low, and about 
46% below it at the 1938 low. 
Railroad outlays for equipment 
are scheduled to shrink sharply 
in 1953. The car-order backlog 
has already been largely reduced. 
Defense work will remain a sup- 
porting factor for some time, but 
earnings from this abnormal 
business will not be given much 
weight by the market. In this 
group, as in the movie stocks, 
there is little, if anything, to gain 
by hanging on; but there could 
be considerable to lose. 


Industrial Rayon 


This stock, around 55 against 
1951 high of 7114, probably has a 
better recovery potential than the 
formerly glamorous equities of 
such “better diversified” rayon 
makers as American Viscose anc 
Celanese. The latter are predom- 
inantly dependent on textile busi- 
ness, which is feeling the effects 
of over-capacity and may con- 
tinue to do so for some time. On 
the other hand, about 70% of the 
capacity of Industrial Rayon is in 
tire yarns, demand for which has 
been at a high level this year and 
probably will be at a higher level 
in 1953, in view of projected in- 
creases in automobile production 
and in replacement tire needs. 
Earnings this year probably will 
be around $5 a share, down less 
than 7% from 1951’s $5:34 and 
down 28% from 1950’s record 
$6.68. Finances are strong, there 
are no obligations ahead of the 
1,757,978 common shares, and 
the well-covered $3 dividend pro- 
vides a current yield of better 
than 5.4%. 





Industry-By-Industry Survey 
Of Production Gains 
and Losses 





(Continued from page 227) 


concerns as the cement companies 
and highway equipment construc- 
tion companies a firm foundation 
for future operations. An increase 
of 7% is expected for the railway 
construction industries, which 
would be of considerable assist- 
ance to manufacturers of such 
products as diesel engines, rail- 
way cars and signal equipment. 
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Machinery. With the tooling-up 
in the armaments and armament- 
related industries well along the 
way, the outlook for the heavy 
machinery and machine tool in- 
dustries is for continuation of the 
present heavy rate of operations 
for a few months, and then a level- 
ing-off. Such products as indus- 
trial pumps and industrial steam 
turbines and generators may see 
a decline in production of from 
5 to 10%. In other divisions, the 
iarger size tractors remain scarce 
and an increase in production for 
these items is expected. Owing to 
the continued critical need for cer- 
tain metals, machinery for mining 
and quarrying is in demand and 
is likely to remain so indefinitely. 
The machine tool industry is 
spotty, although over-all produc- 
tion figures still remain high. It 
is evident that new orders in this 
field are arriving at a slower rate 
than formerly. Some manufac- 
turers are still extremely busy, 
especially among those supplying 
boring machines, lathes, grinding 
and milling equipment. Other tool 
makers have about caught up with 
their markets, and others are 
frankly in search of needed new 
business. On the whole, the ma- 
chine tool industry seems to have 
reached its peak. 


Automobile. Recent production 
figures for the automobile and 
truck industry indicate that these 
industries are operating at an in- 
creased tempo. The schedule for 
October was almost 500,000 pass- 
enger cars. The industry is still 
hampered by tightness in steel 
supplies caused by the strike and 
is meeting the usual complications 
in installing new model machine 
tools. The industry officials are 
urging that the government per- 
mit them to build 1,250,000 cars 
in the first quarter of 1953. Based 
on norma] replacement demand, it 
is probable that the public can 
absorb up to 5,000,000 passenger 
ears in 1953. This estimate is 
based on the fact that scrapping 
of obsolete cars is proceeding at 
a rate, roughly, of 3.7 million 
cars a year, which would mean a 
net addition of only 1.3 million 
cars a year if production were 5 
million. This, it is believed, can 
easily be absorbed. Owing to re- 
strictions on materials consump- 
tion, the outlook for production is, 
in fact uncertain. Some estimates 
have it that production may be as 
high as 6 million; and others, less 
than 5 million. In the meantime, 
sales are rising with volume of 
production for the first quarter 
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1953, slated at a minimum of 1 
million cars, despite tightness of 
supplies and other impediments. 
Considering all the circumstances 
involved, the earnings outlook for 
the industry up to the end of the 
first quarter 1953 is satisfactory. 

Chemicals. Production figures 
for the industry, as a whole, show 
a slight rise recently, with indus- 
trial chemicals especially strong; 
though considerably under 1951 
peaks. There is no doubt that, 
owing to very rapid expansion in 
recent years, there is some over- 
capacity and this, in turn, has 
brought about a buyers’ market 
in many chemical products. The 
near-term future, however, is en- 
hanced by the general rise in in- 
dustrial activity. Accordingly, the 
moderately downward trend in 
profits evidenced during the sec- 
ond and third quarters of 1951 
should be reversed. An important 
consideration for the longer term 
is that owing to rapid expansion 
in capital investment in recent 
vears, plants are thoroughly mod- 
ern and efficient. With new prod- 
ucts being developed and markets 
broadened, the fundamental posi- 
tion of the industry remains 
strong. Current reports from lead- 
ing manufacturers indicate a 
rather sharp increase in sales 
which, it is expected, will con- 
tinue well into the first quarter 
of 1953. Recent lack of enthusi- 
asm for the industry’s prospects, 
therefor, have accordingly 
changed to considerable optimism 
on earnings. . 


Tire & Rubber. The final 
months of the vear are witnessing 
improvement in the general tire 
and rubber situation. Production 
and shipments are increasing at 
the same time that inventories 
are decreasing. Production of 
passenger car casings increased 
4.55% in September, with a de- 
cline of 6.27% in inventories. 
Production of truck and bus cas- 
ings rose 18.69%, and inventories 
dropped 5.10%. These figures 
represent a definite trend, which 
is likely to be continued over into 
the early months of 1953. Current 
reports concerning hard rubber 
goods are too scattered to warrant 
a prediction as to near-term pros- 
pects. Generally, profit levels, 
while recently increasing, are be- 
low 1951 levels. On a comparative 
basis, however, the industry is 
faring well as to profits, and divi- 
dend margins are still substantial. 

With reference to the general 


(Please turn to page 264) 













CANADA © 
DRY 


DIVIDEND NOTICE 


The following dividends have 
been declared by the Board 
of Directors: 
Preferred Stock 
A regular quarterly dividend 
of $1.0625 per share on the 
$4.25 Cumulative Preferred 
Stock, payable January 1, 
1953 to stockholders of record 
at the close of business on De- 
cember 8, 1952. 
Common Stock 
A quarterly dividend of $0.15 
per share and an extra divi- 
dend of $0.10 per share on the 
Common Stock, both payable 
January 1, 1953 to stockhold- 
ers of record at the close of 
business on December 8, 1952. 
Transfer books will not be 
closed. Checks will be mailed. 
Wo. J. WILLIAMS 
Vice-President & Secretary 





COLUMBIA PICTURES 





CORPORATION 
The Board of Directors has 
this day declared a divider 
f twenty-five (25¢) 
I share on its Common 
Stock and Voting Trust Cer- 
tificates for common stock 
payable December 18, 1952 
t kholders of 1 De 

1 








on the Co zg Trust 
Certilicate r Cor 
porat yable ir on Janu 
iry 1 1 to stockholders of record De- 
cemb 5, 1952. Cash will be paid where 
fractional shares of Common Stock are due. 


A. SCHNEIDER, 
Vice-Pres. and Treas 
ber 18, 1952. 

















Atlas Corporation 


33 Pine Street, New York 5, N.Y. 





Dividends on Common Stock 





A regular quarterly dividend of 40¢ 
per share has been declared payable 
December 20, 1952 to shareholders 
of Atlas Corporation of record at 
| the close of business November 29 
| 1952 

A special dividend of 1/50th of a 
| share of Common Stock of Airfleets, 
| Inc. has also been declared to share j 
} holders of Atlas Corporation dis- } 
| tributable January 5, 1953, to holders 
| of record at the close of business on 
| 
| 
| 
| 
| 





November 29, 1952. Scrip Certifi- | 
cates will be issued in respect of re- | 
sulting fractional shares. | 

Water A. Peterson, Treasurer | 
November 17, 1952. | 
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Industry—By Industry Survey 
Of Production Gains 
and Losses 
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dividend outlook, it is obvious that 
the current up-trend in industry 
is enlarging profits and therefor 
strengthening dividends for the 
period directly ahead. The longer- 
range outlook, especially after the 
end of the second quarter of 1953 
remains much more difficult to 
predict in view of the many ques- 
tions which remain to be answered 
on such matters as the future rate 
of defense spending, the amount 
of capital investment, the ending 
of controls, and the outlook for 
taxes. 





The Failure of 
Nationalization Abroad 





(Continued from page 233) 


tion, while still a slogan of the 
Party, was almost deliberately 
skipped over without much ora- 
tory. 

There is no known case of na- 
tionalization of any industry in 
any country which has been “suc- 
cessful” without being heavily 
subsidized by the consumer or by 
the taxpayer or by both. And one 
may well quote from a pamphlet, 
published in Great Britain some 
time ago: 

“Who is to decide what are 
the industries and services on 
which the economic life and 
welfare of the community de- 
pend? Presumably these would- 
be-dictators, who seem to nurse 
the peculiar idea that indus- 
tries would be better run by 
textbook theorists and others 
who have never seen inside of 
a business office than by those 
who have spent a lifetime in 
becoming experts in their par- 
ticular fields.” 

The best showing has _ been 
made in those nationalization 
cases in Britain, France, and 
Sweden, which, like our own Ten- 
nessee Valley Authority, were 
clothed with the power of govern- 
ment but possessed the flexibility 
of private enterprise. The nation- 
alization of the Bank of England, 
of the Bank of France, and other 
central banks has really mattered 
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very little, because these central 
banks were operating within a 
tight framework of government 
regulations anyhow. In the case 
of British Cable and Wireless na- 
tionalization or the nationaliza- 
tion of the four large French 
savings banks, the old manage- 
ments of these organization were 
left practically undisturbed, and 
what happened is that the stock- 
holders were merely replaced by 
national credit councils or control 
commission. The most often cited 
case of a “successful” nationali- 
zation, the French automobile 
factory Renault (nationalized be- 
cause the former owner cooper- 
ated with the Germans), has kept 
its old management with the ex- 
ception of the president who is a 
political appointee. 


Nationalization and Coal 


Nationalization was to “solve” 
difficult problems such as _ the 
problem of expanding the coal 
mining industry in Great Britain. 
Here was an industry, a part of 
it extremely efficient, and another 
part notorious inefficient, that 
was in need of a gigantic program 
of modernization, re-equipment 
which perhaps may have been be- 
yond the power of private indus- 
try to accomplish. But there was 
no need for nationalization of the 
pits that were efficient, and in the 
case of a poorer field, it could have 
been determined through experi- 
ments whether any improvements 
could be affected through public 
ownership and control. As is gen- 
erally known, despite huge invest- 
ments (some of which have been 
indirectly financed through Mar- 
shall aid) in new equipment, the 
British coal production has been 
unable to keep up with the situa- 
tion, and the solution will have to 
be found elsewhere: in a more 
economical use of coal in house- 
holds and factories. 

Nationalization is a_ socialist 
red herring always promising 
some hypothetical gain in the dis- 
tant future. But that future never 
comes, and today the danger of 
nationalization has passed both 
on the Continent and in Great 
Britain. The public has finally 
awakened to the record of failures 
and losses that nationalization en- 
tails—failures and losses that the 
taxpayers has to always make up. 
I can think of no better conclusion 
than to repeat to the reader the 
words of the British economist 
and fighter for free enterprise, 


Professor John Jewkes: 

The institution of property is 
the device, and indeed the only 
known device, by which the in- 
dividual can freely make his 
choice as to how he will spend 
his resources, when he will con- 
sume, when save. Property is 
the means by which the indi- 
vidual creates independence for 
himself against the powers of 
the powers of organized opin- 
ion in the community. 

The abolition of private prop- 
erty through nationalization, so- 
cialization, municipalization, or 
any form of public ownership in- 
volves ultimately the destruction 
of all forms of freedom. There 
are now some 800 million people 
behind the Iron Curtain who 
have found this out to their great 
sorrow. 


Many would say that the United 
States is the only major country 
in which nationalization of indus- 
try has not taken place. Yet, sur- 
prisingly, this is not the case in 
reality. Quite a few instances 
abound where the government has 
undertaken a form of nationaliza- 
tion, though on a comparatively 
limited scale. In this respect, at- 
tention can be called to such proj- 
ects as TVA and the great com- 
plex of dams in the Northwest. 
Another example is the interest 
of the government in plants of 
various types operated by private 
companies, but actually owned by 
the government. Of course, the 
greatest example of all is the 
monopoly of atomic energy by the 
government. It will be seen from 
these activities and others which 
could be cited that even the great 
exemplar of private enterprise— 
the United States—has taken no 
inconsiderable steps in the direc- 
tion of public ownership, if not 
nationalization itself. Based on 
the unhappy experience of many 
countries with nationalization, it 
would seem that a sound lesson 
is being offered this country, and 
one from which it can profit. 





Conservation Efforts Saving 
Scarce Materials 





(From 7th Quarterly Report to 
the President) 


Emphasis on conservation in 
military procurement and indus- 
trial operations is saving substan- 
tia] quantities of critical materi- 
als, and heightened scientific re- 
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search, now under way promises 
even greater savings. 

Extensive scientific information 
on ways of conserving and aug- 
menting supplies of scarce mater- 
ials has been gathered and dis- 
seminated under ODM sponsor- 
ship by the National Academy of 
Sciences and other scientific and 
technical groups. 

Reports already issued deal 
with most of the critical materials, 
and several reports show how sav- 
ings, sometimes as high as 70 per- 
cent, can be made in requirements 
for scarce materials in major mil- 
itary items. 

Important savings of alloying 
materials are expected from stud- 
ies now being made on protective 
coating processes for low alloy 
metals in high temperature appli- 
cations, and from studies to deter- 
mine feasible minimum percent- 
ages of alloying materials in 
various applications. 

Nickel-bearing steel has already 
been taken out of a wide range 
of quartermaster and medical 
items; nickel has been partially 
eliminated from salt-water valves; 
and ceramic-coated steels are rap- 
idly replacing high-alloy steels 
for some uses in high-temperature 
exhaust systems. 

The construction machinery in- 
dustry has reported some notable 
successes in its search for sub- 
stitutes for copper, nickel and 
molybdenum. 

One manufacturer has substi- 
tuted boron-treated chrome steel 
for nickel and molybdenum alloys 
in certain parts of its crawler- 
tractors and trucks, with savings 
of 70 to 80 percent in nickel and 
molybdenum. 

Special emphasis is being given 
to a program to develop substi- 
tutes for diamond bort as abras- 
ives in grinding processes. Initial 
trials of a new, ultrasonic method 
of grinding indicate a likelihood 
that, in certain operations, the use 
of lower-grade abrasives at tre- 
mendous speeds may result in sub- 
stantial savings of diamond bort. 
Electric grinding also promises 
significant saving of the scarce 
abrasive materials. 

Crushing bort and diamond 
powder, the types of industrial 
diamond abrasives now in short 
supply, are essential to the pro- 
duction of jet aircraft, armor- 
piercing shells and various types 
of armament. They are imported 
almost entirely from Africa—a 
source from which supplies might 
be seriously interrupted in event 
of a new war. 
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Foreign Aid in Fiscal 1952 





(Report from U.S. Dept. of 
Commerce) 


Gross foreign aid extended by 
the United States Government in 
fiscal year 1952 amounted to $5 
billion, the U.S. Department of 
Commerce reported. This brought 
total assistance in the two years 
since the outbreak of hostilities in 
Korea to $9.8 billion. 

Military aid rose rapidly fol- 
lowing the invasion of Korea, ac- 
counting for 38 percent of gross 
foreign aid in fiscal year 1952 as 
compared to 24 percent for 1951, 
according to an article in the 
October Survey of Current Busi- 
ness issued by the Department’s 
Office of Business Economics. By 
the final quarter of fiscal year 
1952, military aid had risen to 44 
percent of the total. In that quar- 
ter economic aid also increased, 
and gross foreign aid reached an 
annual rate of over $6 billion. 

Grants comprised a smaller pro- 
portion of the assistance flowing 
abroad in fiscal year 1952 than in 
the prior year. However, they still 
represented nearly nine-tenths of 
all aid. Total grants in the two- 
year period reached $8.8 billion. 

Although economie aid, techni- 
cal assistance, and relief still com- 
prised over three-fifths of total 
aid in fiscal year 1952, such aid 
was nearly $600 million less than 
in the prior year. This decline 
took place entirely in grants; 
credits represented over one-fifth 
of the economic-aid total in fiscal 
year 1952 as compared to about 
one-tenth in fiscal year 1951. 

During fiscal year 1952 the mu- 
tual-security program absorbed 
the European-recovery and other 
economic - cooperation programs, 
the Point 4 program for technical 
assistance to underveloped areas, 
and the mutual-defense assistance 
program which had earlier fur- 
nished military aid. Grants abroad 
through the mutual-security pro- 
gram and its’ predecessors 
amounted to $4.1 billion in fiscal 
year 1952 and credits to $0.4 bil- 
lion. 

Loans extended by the Export- 
Import Bank increased slightly 
in fiscal year 1952 to total $243 
million. These credit utilizations 
represented the second largest cat- 
egory of economic aid. Civilian 
grants of the Defense Department 
--which are more in the nature of 
relief than of economic aid—de- 
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TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of $1.00 per share and an additiona! 
dividend of 75 cents per share on the Com- 
pany’s capital stock, payable December 15, 
1952, to stockholders of record at the close 
of business November 24, 1952. 


E. F. VANDERSTUCKEN, JR., 
Secretary 





INTERLAKE IRON 
CORPORATION 


CLEVELAND, OHIO 

Dividend No. 34 November 20, 1952 
The Board of Directors has 
this day declared adividend 
of seventy-five cents (75¢) 
per share on the outstand- 
ing shares of common stock 
without par value of this 
Corporation, payable 
December 15, 1952, to 
stockholders of record at 
the close of business De- 
cember 1, 1952. The trans- 
fer books do not close. 
Checks will be mailed. 

J. P. FAGAN 


Executive Vice President and Treasurer 


























DIVIDEND NOTICE 
Jefferson Lake Sulphur Company 


The Board of Directors at a 
meeting October 27, 1952, de- 
clared the regular quarterly divi- 
dend of 25 cents per share on 
the Common shares, payable De- 
cember 26, 1952 to shareholders 
of record December 5, 1952. 


CHAS. J. FERRY, 
Vice-President & Secretary 











clined to $205 million, less than 
half the prior year’s amount. 
Many of the other programs un- 
der which the United States fur- 
nished grants abroad in the earl- 
ier postwar period were either ter- 
minated during the year or sup- 
planted by the mutual-security 
program. 
(Please turn to page 266) 
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(Continued from page 265) 


Returns to the Government as 
a result of its foreign-aid pro- 
grams totaled nearly a billion dol- 
lars for the two years ended June 
1952. Thus net aid amounted to 
almost $9 billion, comprised of 
$8-1% billion of net grants and 
half a billion of net credits. 

Collections on credits accounted 
for two-thirds of the returns in 
the two-year period. These collec- 
tions included in fiscal year 1952 
the first principal payments on 
the $3-3/, billion British loan and 
on the British and French war- 
account settlements. Other re- 
turns to the Government were 
mostly in the form of foreign cur- 
rencies made available without 
cost to the United States by the 
recipients of grants. 





The Trend of Events 





(Continued from page 216) 


and health. ; 
The significance of these activi- 
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ties, in which the United States 
government, has a very lively 
though not direct interest, should 
not be underestimated even though 
the amounts actually put out in 
current investment are still com- 
paratively small. They accomplish 
three purposes. In the first place, 
they increase the production facili- 
ties of the territories involved; in 
the second, they have the poten- 
tiality of raising living standards, 
even though as yet on a most mod- 
est scale, and in the third, they 
reduce, or should reduce, the temp- 
tation for these submerged masses 
to turn to the ever-ready commu- 
nists. In view of the enormous 
strategic stake which the United 
States has in these regions, en- 
tirely apart from ordinary consid- 
erations of humanity, we are 
obliged to give active support in 
one way or another to’ those inter- 
national organizations which are 
active in these undertakings. 


BOOK REVIEWS 


Public Relations and American 
Democracy 


sy J. A. R. PIMLOTT 


Here is a vigorous treatment of pub- 
lic relations which is neither apologia 
nor exposé but an objective study of 
one of the most powerful forces in com- 
merce, government, and cultural life. 

The book is based on what public 
relations people do, not upon what 
either they or their hostile critics say 
they do. The author seeks to learn what 
social purpose is served by public rela- 
tions practitioners, and to test the claim 
that the “new profession” is expert not 
merely in interpreting policy but also in 
formulating it. Much of the book is de- 
voted to a case study of the informa- 
tional and propaganda activities of the 
federal government. 

Princeton $4.00 








World Resources and Industries 
By ERICH W. ZIMMERMANN 


This monumental work has been a 
classic in its field for close to two de- 
cades. The new edition, which brings 
the work up to date and expands the 
treatment of many topics, is of the 
highest importance in the present state 
of world affairs. 

Production has now become the key 
to survival, not only in America, but 
throughout the world. Resources and 
their utilization provide the key to pro- 
duction. 

To everyone engaged in productive 
enterprises—whether concerned with 
foods, fibers, forest products, coal, oil, 
gas, electricity and other forms of 
power, iron and steel, copper and other 
metals, or chemical industries—this new 
hook will prove as indispensable as a 
dictionary to a writer. 

Harper & Brothers $7.50 


The Old Man and the Sea 
By ERNEST HEMINGWAY 


When a writer of world stature looks 
beyond the conventional forms, impro- 
vising in effect his own new mode for a 
theme in fiction, the result sometimes is 
world literature. In that way some of 
the great classics have come into being; 
each one is like no other, each one is 
creation in the truest sense, and each 
sets a new pattern for generations of 
followers. 

In The Old Man and the Sea a new 
classic emerges, a great book that is 
like no other. Shorter than the accepted 
novel, longer than what has come to be 
caled the long story, The Old Man and 
the Sea cannot be classified, for it writes 
its own law in literature. It is simple, 
compelling, magnificent. Every word is 
right; not one word more is needed, and 
there should assuredly be no less, for the 
result is art. 

Charles Scribner’s Sons $3.00 


Hongkong 
By CHRISTOPHER RAND 

Orient and Occident meet in Hong- 
kong to fight and mix. Since many traces 
of Victorian colonialism survive here, 
the port is a bridge between Britain’s 
past and her present. It is a city 
crammed with refugees, secret agents, 
propagandists, speculators, and great 
legitimate business enterprises. It is the 
scene of endless skirmishing between 
stuffy British legalism and Chinese tong 
warfare. It is a dazzlingly beautiful 
place, a spectacular harbor choked with 
steamers, junks, and sampans, over- 
looked by wild tropical-green peaks. The 
book presents these scenes, contrasts, 
and activities in a light way, through 
sights and smells, anecdotes and per- 
sonalities, concluding with a remarkable 
picture of the lesser Hongkong island of 
Lantao, which is Mr. Rand’s personal 
Shangri-la. 
Alfred A. Knopf $3.00 


American Resources 


By J. RUSSELL WHITAKER and 
EDWARD ACKERMAN 

This is a definite volume on the subject 
of American material resources as the 
foundation of our national power. In 
dealing with this problem, the authors 
come to rather different and more hope- 
ful conclusions than those in other re 
cent books on the subject. Americai 
Resources goes farther than any pub 
lished work in taking account of the 
social and economic and political setting 
of conservation problems, and the au- 
thors make a plea for more awareness 
of the complex problems of resource 
management on the part of the ordinary 
citizen. 
Harcourt, Brace and Company — $6.75 


The Curve and the Tusk 
3y STUART CLOETE 

This is a story of elephants and the 
universe; of the deep forest of darkest 
Africa, of the two huge old bull ele- 
phants and their vengeance on the 
hunter who long ago wounded one of 
them. It is the story of elemental forces 
clothed in the majestic forms of living 
Leviathans, and the heroic scale on 
which it is written calls to mind Mel- 

ville’s great classic, Moby-Dick. 
HMCO $3.00 
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The principles and policies which have been advo- 
cated by our newly-elected President—have been 
carefully studied—so our new investment programs 
are geared to probable changes ahead. 


" : Pe ' 
Right now. we are recommending at specific prices 
six highly promising situations for 1953—issues that 


should DO WELL and PAY YOU WELL. 


... And, at individual bargain levels. we will make 
further judicious selections including medium and 
low-priced stocks. which should be among coming 
market leaders...to round out our three diversified 
investments programs: 


PROGRAM ONE... Stressing Security of Prin- 
cipal — Assured Income of 514 to 8% — 
With Appreciation. 

PROGRAM TWO...Dynamiec Securities for 
Capital Building with Higher Dividend 
Potentials. 


PROGRAM THREE ...Low-Priced Stocks for 
Large Percentage Growth — Where a 
maximum number of shares may be 
purchased with limited capital. 


A FULLY ROUNDED INVESTMENT 
SERVICE 


You will find that THE FORECAST tells you now 
not only WHAT and WHEN to buy — and WHEN to 


I enclose |{ 
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Special Offer 
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6 SERVICE $60 
MONTHS’ 
12 SERVICE $100 


Complete service will start at 
once but date from December 29. 
Subscriptions to The Forecast 
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Special Delivery: 


[] $8.00 one year. 
Name 

Address 
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are deductible for tax purposes. 
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take profits... but it also keeps you informed of what 
is going on in the companies whose shares are recom- 
mended in our Bulletins. Each security you buy on 
this advice is continuously supervised so you are never 


left in doubt as to your position. 


You will receive our weekly bulletins keeping you a 
step ahead of the crowd in relation to the securities 
markets. the action of the various stock groups, the 
outlook for business, as Republicans assume control 

.as well as interpretation of the Dow Theory and 
our famous Supply — Demand Barometer. 


STRENGTHEN YOUR ACCOUNT — 
BE SURE TO GET OUR NEW ADVICES 


Enroll now and buy our latest recommendations before 
they score sharp advances. 
Send a list of your present holdings, twelve at a time, 


so we can analyze them promptly for you... telling you 
what should be retained and which you should sell. 


Using the funds released through sale of weaker issues, 
plus your cash reserves — you can purchase the six 
highly promising situations we have just selected... 
and can be ready for coming opportunities as we point 
them out to you. 


The coupon below entitles you to an added month of 
service if vou ENROLL NOW. 
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Market Buoyant on Renewed 
Confidence . 





(Continued from page 219) 


porting record over-all economic 
activity. When they weaken, noth- 
ing else will fully take up the 
slack. 

Meanwhile, the market might 
go higher with opportunities for 
short-term and medium-term in- 
vestment in stocks; but the longer- 
term considerations cited, no se- 
cret to intelligent investors, can 
reasonably be expected to put a 
brake on enthusiasm in the longer 
run and to limit the upside poten- 
tial. Prolonged periods of strength, 
therefor, should be used to put 
your investment house in order. 
Avoid any temptation to mate- 
rially enlarge your over-all stock 
holdings at this stage. Port- 
folio adjustment should empha- 
size both quality of holdings and 
selective profit potentials, both 
medium term and long term. To 
that end specific security sugges- 
tions will be found elsewhere in 
this and future issues of the 
Magazine. 

—Monday, November 24. 


SERVICE 


ix hundred thousand pa- 
S tients are under treatment 
for cancer today. 

For many of them the Amer- 
ican Cancer Society helps pro- 
vide medical services, dress- 
ings, transportation, articles of 
comfort and necessity, relief 
from pain. 

The volunteers who work 
under the sign of the cancer 
sword need your support. Can- 
cer Strikes One in Five. Your 
Dollars Strike Back. 

Mail Your Gift to “Cancer” 
Care of Your Local Postoffice 


AMERICAN 
CANCER SOCIETY 
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BOOK REVIEWS 





Economic Stabilization 
By WALTER P. EGLE 

This is a theoretical discussion of the 
problem of achieving economic stabiliza- 
tion. Mr. Egle holds that the lack of 
trustworthy knowledge about the causes 
of cyclical fluctuations seriously reduces 
the practical importance of the cause- 
removal approach to economic stabiliza- 
tion. 

The key to the solution, according to 
Mr. Egle, is a compensatory program 
which clearly spells out the role to be 
played by government in the face of 
business swings. There can be no in- 
telligent response on the part of private 
enterprise to central compensatory 
efforts unless the community of business- 
men, labor unions, farmers, and con- 
sumers is able to anticipate the charac- 
ter, timing, and order of magnitude of 
the government’s countercyclical meas- 
ures. 


Princeton University Press $4.00 


Thinking Ahead for Business 
By EDWARD C. BURSK 

The future course of American busi- 
ness will depend a great deal on the 
political, economic, and_ psychological 
forces now at work throughout the 
world. The alert businessman cannot but 
ask “What are the patterns and pros- 
pects of these forces? How will they af- 
fect my business? What problems and 
responsibilities will they present to me 
—now and in years to come?” This 
book deals with exactly these questions. 
Written for businessmen by the kind of 
men who make the policy decisions that 
matter to business, it presents the ex- 
ternal forces and the internal problems 
with which business must reckon, today 
and in the future. The struggle for men’s 
minds abroad, the Red menace in Asia, 
mobilization of our Western allies, and 
our relations with Latin America are 
facets of the international scene dis- 
cussed here: the home front problems 
include inflation, price and wage con- 
trols, materials control, and manpower. 
Business executives will find this book 
a valuable guide toward intelligent 
planning, both for tomorrow and for the 
difficult years ahead. 


Harvard University Press $3.25 


A Textbook of Law and Business 

Noteworthy Features: 

-an extensive treatment of commonlaw 
doctrines basic to past and future sta- 
tutory developments. 

—emphasis on leading cases, most sig- 
nificant sociologically and most useful 
pedagogically. 
up-to-date and reappraised material in 
the light of recent legal developments. 
new analysis of the theory of tors, giv- 
ing recognition to the reestablishment 
in our law of the doctrine of liability 
without fault. 

—more detailed reference to statutory 
materials. 


—inclusion of important and_ recent 
cases. 
McGraw-Hill Book Company $7.50 


Midcentury Journey 
By WILLIAM L. SHIRER 


In MIDCENTURY JOURNEY, William L. 
Shirer, reporter, novelist and social his- 
torian, reappraises the European scene 
and gives us a modern European diary, 
a book comparable in scope and power 
to his famous BERLIN DIARY. 

Mr. Shirer’s new work is based pri- 
marily on his journey to the Old World 
when the century was half over. Once 
there, the author found himself con- 
stantly considering what had happened 
to Western Europe in the quarter cen- 
tury since his first experiences there as 
an American war correspondent. 

As he journeys from capital to capital, 
from Vienna to Paris to Frankfurt to 
Berlin to London, he begins, in his mind, 
a journey back in time, trying as best he 
can to bridge the gulf between Now and 
Then, between two worlds separated by 
almost incredible social convulsions. 


Farrar, Straus and Young, Inc. $3.50 


A Stranger Came to the Farm 
By MIKA WALTARI 


Against the haunting background of 
the Finnish countryside with its in- 
numerable lakes and mountains, the 
drama of the stranger Aaltonen and the 
enigmatic mistress of the farm is played 
out. Both find a brief happines, brief as 
the lovely Finnish summer, in spite of 
the hatred of the woman’s husband, tor- 
tured, neurotic and given to drink. But 
through the Northern woods their fate 
stalks them inexorably. 

With artful simplicity Mika Waltari 
develops his plot and increases our 
knowledge of the protagonists until we 
feel that we are in the whitewashed 
rooms of the remote farmhouse, sharing 
the tensions and passionate releases of 
these three human beings, whose tragedy 
has universal significance. The result is 
a novel as strong and well constructed, 
and as moving, as Ethan Frome. 


Putnam $3.00 


Art Treasures of the Metropolitan 


In many ways, the ART TREAS- 
URES OF THE METROPOLITAN is 
a most ambitious book to date and, 
unique amongst art books. The Director 
and his staff plan what would be in 
effect a “portable Metropolitan,” the 
absolute cream of the fabulous collec- 
tions... and they have done a simply 
wonderful job. The 211 reproductions 
in the book include the best of paintings, 
sculpture, furniture, stained _ glass, 
jewelry, tapestries, religious objects, 
prints, drawings—across the centuries 
and from all over the world. (American 
art has been reserved for a separate, 
later volume.) One hundred and thirty 
color plates give the book its particular 
glory. The profusion of black-and-white, 
printed in a special two-tone process is 
another striking feature of the book. 


Harry N. Abrams $12.50 
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President-elect Dwight Eisenhower and the 83rd Congress 
ce Ss S 
. are going to do a workmanlike job in overhauling many 
5 governmental policies . . . making significant changes 
As that can affect the earnings and dividends of the com- 
' panies whose shares you own. 
© You can expect realistic efforts to balance the budget with elimination of 


1 waste, extravagance and graft. The tax structure will be revised including 
EK. P. T. Sound steps will be taken to minimize strikes, foster prosperity for 
private enterprise, maintain high personal income and return an increased 
30 value to the dollar. 


vy 


A HELPFUL UP-TO-DATE REPORT FOR YOU 


To assist you in this eventful time, we extend to you a special invitation to 


if submit your list of security holdings for our personal survey, if your invest- 
E ments are worth $20,000 or more. 

A 

‘4 Our report to you will comment concisely on your diversification, the income 
s your account produces . . . and will point out some of the securities we regard 
as least attractive ... and certain others worthy of only temporary retention. 
it 

. WITHOUT OBLIGATION—OUR VALUABLE COMMENTS ON YOUR POSITION 


s The pertinent and informative nature of our preliminary analyses is clearly 
shown by the comments of responsible investors who have taken advantage of 
this special offer extended to you now. 


**,,.areally admirable report regarding my portfolio.”. . .“‘I gave you a big 
job and you gave me a thorough report.”. . .“‘I have read your report with 
a great deal of interest and appreciate the care and trouble you went to in 
preparing it.”’.. .““Your comments and the wisdom of using investment coun- 
y sel sound very reasonable.”. . .““Your Preliminary Analysis received and it 
seems to be what I am looking for. | am going to take this service.” 


1 Our survey of your account will also tell you how our counsel would aid you 
in safeguarding and increasing your capital and income. It will tell you the 
' elements of our service and quote an exact annual fee for our supervision. 


SEND YOUR LIST OF INVESTMENTS TO US TODAY and we shall be glad to 
go ahead at once with our report to you. . . with no cost or obligation. All in- 
: formation you give will be held in strict confidence. Please give your personal 
objectives and requirements so our comments can be as pertinent and valu- 
able as possible. This offer is open only to responsible investors who are 
interested in learning more about our investment counsel. 
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7 INVESTMENT EANAGEMENT SERVICE 
A division of THE MAGAZINE OF WALL STREET. A background of forty-four years of service. 
90 BROAD STREET NEW YORK 4, N. Y. 
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~~ Filming Facts About Flames—Moving pictures like these—taken 
with a high-speed camera through a quartz window set in a 
test engine—help GM engineers probe for further facts about 
fuels and engines. It is typical of the pure research which 
has led to such advances as knock-free gasoline and high- 


compression engines. 





Which comes first — Engine or Fuel ? 


oO answer that question, we need 

first to ask what kind of engine 
you have in mind: 
An engine for low-octane fuel—or 
an engine for high-octane fuel? An 
engine for the fuel of tomorrow — 
or the fuel of today? 
The fact is, General Motors engi- 
neers are continually studying 
engines of all kinds, and meeting 
the challenge that each presents. 
The Diesel, for example, is a very 
high-compression engine, using 
kerosene-type fuel oil. The chal- 
lenge is to build a light, compact 





30 Tons of Engineering Enterprise—To produce the new “’ Drilling Diesel Fuel Injector Holes— 6/1000th Inch in Diameter 
—Fuel is forced into the combustion chamber of a 
Diesel engine through tiny holes. To drill them — 
GM production experts have developed this highly 


four-barreled carburetor now available in several 
makes of GM cars, our engineers came up with this 
ingenious 30-ton machine that drills, reams and taps 


them out with automatic precision. 





engine that develops high efficiency 
from this kind of fuel. 

Jet engines will burn a wide range 
of petroleum fuels. The challenge is 
to improve their design and effi- 
ciency and bring down their pro- 
duction costs. 

In automobile engines, we work first 
of all to give you a balanced com- 
bination of high performance and 
maximum miles per gallon from 
present fuels—and at the same time 
we work with dream jobs which use 
fuel so far beyond present standards 
that it must be laboratory-made. 





The point about engines and fuels 
is—neither comes first. The job is to 
bring the two together, with the best 
results and that is just what General 
Motors engineers have been doing, 
year after year. 

All of which adds another reason 
why the key to a GM ear is your 
key to greater value. 


GENERAL MOTORS 


TTER THINGS FOR PLE 


CHEVROLET? PONTIAC*® OLDSMOBILE 
BUICK * CADILLAC «+ BODY BY FISHER 
GMC TRUCK & COACH 






Your Key to 
Greater Value — 
the Key toa 
General Motors Car 


Hear HENRY J. TAYLOR 

n the air every Monday 
evening over the ABC 
Sil. Network ast to coast. 


sensitive machine that insures precision work. 





